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n. 


INCORPORATED ACCOUNTANTS’ HALL, 


VICTORIA EMBANKMENT, LONDON, W.C.2. 


The Society of Incorporated Accountants and Auditors 
(A.D. 1885). 


EXAMINATIONS. 


FINAL EXAMINATION will be held on October 31st, November 1st & 2nd, 1939, 


in the following subjects :—Advanced Accounting, including Accounts of Vartners and Executors and Income Tax; 
Auditing and the General Duties of Professional Accountants including Income Tax ; Costung Accounts ; Statistical 
Methods ; General Knowledge in regard to Commerce and Finance ; the Law relating to Joint Stock Companies 
and Bankruptcy ; Mercantile Law, including |’artnership Law ; the Powers and Duties of Liquidators, Trustees, 
Executors and Receivers ; and Economics. 


INTERMEDIATE EXAMINATION will be held on November tst and 2nd, 1939, 


in the following subjects :—Book-keeping and Accounts, including Income ‘lax ; Book-keeping and Accounts, 
including Partnership and Executorship Accounts ; General Commercial Knowledge ; Cost Accounts ; Commercial 
Law ; the Powers and Duties of Liquidators, Trustees, Executors and Receivers. 


PRELIMINARY EXAMINATION will be held on October 30th and 3ist, 1939, 
in the following subjects :—ENGLIsu, comprising : (4) One Paper on General Knowledge, including the main outlines 
of Modern English History from Norman Period to the present time, and General Geography ; (b) An Essay; (6) 
General Questions testing knowledge and command of English and English Literature. ONE FOREIGN LANGUAGE, 
comprising : French, German, Spanish, or Latin (to be selected by the Candidate). MATHEMATICS comprising 
Arithmetic, Algebra, and Geometry. (Candidates wishing to be examined in Spanish must give six weeks’ notice 
to the Secretary.) 
Candidates may be exempted from the Preliminary Examination on production of Certificates of having passed the 
Examinations of certain approved bodies, a list of which can be had on application. 
The Examinations will be held at 
LONDON, MANCHESTER, CARDIFF, LEEDS, GLASGOW, DUBLIN, 
BELFAST, CAPE TOWN, JOHANNESBURG and DURBAN. 
Forms of application and all further information may be obtained of the Secretary. 
The last date for receiving applications is September 28th, 1939. ’ 
Incorporated Accountants’ Hall, A. A. GARRETT, 
Victoria Embankment, London, W.C 2. Secretary 


NOTE :—Complete sets of past Examination Papers may be obtained of the Secretary, price 1s. per set. 
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PROFESSIONAL NOTES 


The Guildhall Dinner 

His Royal Highness the Duke of Kent honoured 
the Society by his presence at the Guildhall dinner 
last month. In a charming and felicitous speech, 
he proposed the toast of ‘‘ The Society of Incorporated 
Accountants.” His Royal Highness referred to the 
remarkable growth in the membership of the Society, 
particularly during the last decade. ‘‘ Although 
» acountancy is a comparatively young profession, 
| it has in the last half century earned for itself a 
| position of national importance,”’ said His Royal 
| Highness. ‘“‘ The profession of accountancy certainly 
| Wes its important position in the State to-day to 
| the enormously increased perplexity of finance, 
) that directly affects every one of us. The smooth 
working of direct taxation in this country can be 
attributed very largely to the relations established 
@ between your profession, the Inland Revenue 
authorities, and the taxpayer.” 

The President of the Society, Mr. Walter Holman, 
who presided, replied to this expression of royal 
$0od wishes in his own inimitable manner. Tendering 
thanks for the speech which His Royal Highness had 
made, Mr. Holman said that the enthusiasm and high 


hopes with which they had entered upon a new 
phase in the history of the Society, when Incorporated 
Accountants’ Hall was opened a decade ago, had 
been amply fulfilled. Proceeding to speak of 
the profession as a whole, he said that account- 
ants provided a personal service which acted as 
a corrective influence to the machine. They 
bore individual responsibility and their function 
was essentially a personal one ; professional activity 
required the minimum of outside regulation in order 
that it might have full scope for individual skill, 
initiative and personality. Mr. Henry Morgan, a 
past-President of the Society, who proposed the 
toast of “ The Lord Mayor and Corporation of 
London,”’ recalled the long centuries during which 
the Corporation had stood firm against encroach- 
ments on individual liberty. His speech was a 
spirited and most timely plea for the preservation 
of democratic rights and for the recognition of the 
dangers of modern State worship. In reply, the 
Lord Mayor of London, Sir Frank Bowater, said 
that there could hardly be anyone at the dinner, 
from whichever part of the country he came, who 
did not feel pride in the City of London ; its wealth 
had always been devoted to the cause of religious, 
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social and political freedom. The last toast, that of 
the ‘“ The Guests,” was proposed by Mr. Percy 
Toothill, Vice-President of the Society, and the 
response was by Sir Terence O’Connor, His Majesty’s 
Solicitor-General. Mr. Toothill displayed a_ lively 
wit in welcoming the guests and, speaking for a 
moment as a Yorkshireman, he extended to them 
all a true north-country welcome. — The proceedings 
were rounded off by Sir Terence O’Connor who, 
in quoting Lamb’s famous after-dinner — speech, 
surely the briefest on record in that it consisted of 
the one word “ Gentlemen,” only thereby emphasised 
the brilliance and polish of his own. In retrospect, 
one brings to mind the historic Guildhall and a 
company composed of distinguished guests and 
many members from all parts of the country 
fitting surroundings and a fitting assembly for the 
high level of the speeches. Later in this issue we 
vive a full report and a list of those present at the 
dinner. 


Private Companies on the Stock Exchange 

It seems certain that in future members of the 
London Stock Exchange will no longer be debarred 
from carrying on business as corporate bodies ; 
they will be free to register as private companies 
with unlimited liability, if they wish, and to conduct 
their business in that form. The change was recom- 
mended on Tuesday of this week when the proprietors 
of the Stock Exchange passed a resolution altering 
the Deed of Settlement and extending the definition 
of the word “ members ”’ to include private unlimited 
companies as well as individuals. The resolution 
now awaits the assent of a confirmatory meeting, 
but this is practically certain to be forthcoming. 
The main advantage of this change is, to quote the 
General Purposes Committee of the Stock Exchange, 
to relieve “ the inequitable burden of taxation which 
is borne by Stock Exchange firms under the method 
of assessment which is at present applicable to 
them.”” The whole of the profits of a firm, as arrived 
at for income tax purposes, are treated as the income 
of the members of the firm in computing their total 
income for the purposes of surtax. But if the same 
persons were shareholders of a private company 
only that portion of the profits received by them as 
distributed dividends plus management salaries and 
directors’ fees would. be liable to surtax, provided 
the Special Commissioners were satisfied that a reason- 
able proportion of profits was distributed. 


The Stock Exchange has now become little more 
than a market for shocks and scares, so that surtax 
liability in this section of the City’s square mile is 
not what it used to be. Nevertheless, we may 
expect that there will be an incentive for a fair 
number of firms to form themselves into private 
companies—-especially among jobbers, who pay tax 
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on unrealised profits resulting from appreciation 
in the value of securities carried more or less 
permanently by them. In addition to possible 
savings in surtax payments, the difference in the 
two bases of computation for death duty —the 
value of a shareholder’s shares in the case of 4 
company and the partner’s share of profits, capital 
and goodwill in the case of a firm—would often be 
a consideration making the corporate form more 
attractive. The fact that the National Defence 
Contribution is payable by companies at the rate 
of 5 per cent. and by firms at only 4 per cent,, 
must also be taken into account, however, in assess- 
ing the balance of advantage or disadvantage of 
the corporate form in any given case. Moreover, 
changes in the composition of partnerships are easily 
effected and have been frequent on the Stock Ey. 
change, whereas the company is not such an elastic 
entity a fact which possesses its taxation implica- 
tions. But there is no doubt about the desirability 
of the departure from a Stock Exchange point of view 
and it is to be welcomed in a broader sense also, since 
it will tend to the greater accumulation of reserves 
and thus to the even greater stability of members 
of the ‘ House.” 


Building Society Legislation 

The notorious Borders case, on which we com- 
mented in these columns last month, left the position 
of building societies uncertain, and the Government's 
new Bill has therefore been anxiously awaited. The 
Bill was published this week, and on the main point 
does what was expected of it. That is to say, it 
establishes the validity of pooling agreements, under 
which builders give collateral security to building 
societies to supplement the security of houses pur- 
chased by mortgagors. Thus the fact is recognised 
that pooling agreements can be a blessing and boon 
to purchasers of the poorer class of house property. 
But at the same time the Bill recognises that an 
unhealthy financial position is created if the collateral 
security is disproportionately large: it limits the 
advance against collateral security to 20. per cent. 0! 
the purchase price and restricts the total advance to 
95 per cent. No reasonable person will quarrel with 
this part of the Bill. Another provision deems 4 
building society to warrant to its member that the 
purchase price of the property is reasonable, unless 
before the contract is entered into the society notifies 
the member in writing that the making of the advance 
does not imply such a warranty. This again + 
unobjectionable. It would be quite inequitable t 
make a building society responsible for any defect 
which subsequently appear in the mortgagor’ 
security, but it is reasonable that the mortgagor should 
be fully aware that the society is not so responsible. 
A clause in the Bill provides that no society or * 
officer or agent shall give any commission or gift to’ 
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person having a financial interest in the sale or letting 
of property, with a view to inducing him to introduce 
business to thesociety. Asdrafted, this clause of the Bill 
is presumably intended to allow the payment of com- 
mission by a society to its agents, but possibly some 
amendment would be desirable to make this quite 
clear. 


An important clause from the point of view of the 
accountancy profession is the one which lays it down 
that any provision in the rules of a society or in a 
contract, for exempting any director, member of the 
committee of management, manager, officer or 
auditor of a society from liability which would other- 
wise attach to him for negligence, default, or breach of 
duty or trust, or for indemnifying him, shall be void. 
The society may, however, in pursuance of a rule or 
contract, indemnify such persons in respect of costs 
incurred by them in their defence if judgment is given 
in their favour. Section 372 of the Companies Act, 
1929, which empowers the Court to grant relief in 
some cases of negligence and the like, is to apply to 
such persons. 


Unit Trust Accounts 
The Share-Pushing Bill continues its laborious way 
through Parliament. It has now passed through 
the report stage in the House of Lords, and on the 
very important question of the disclosure of profits 
made by managers of unit trusts the House has 


agreed a Government amendment which is greatly to 
be welcomed. By the Bill the Board of Trade may 
declare any unit trust scheme to be authorised —that 
is, to be exempt from the licensing provisions of the 
Bill—if it is organised under a trust deed providing to 
the satisfaction of the Board for a number of matters 
set out in a schedule to the Bill. These cover such 
questions as advertising, making provision for future 
management costs, and the calculation of yields, and, 
what is of most importance, 

“ The audit and publication of accounts relating 
to the trust, including accounts of the manager in 
relation to the trust and statements of his remunera- 
tion in connection therewith.” 

there has recently been a growing feeling of dis- 
quiet over the possible extent of profits which, 
unbeknown to unit holders, the managers may derive 
irom unit trusts; full disclosure of the figures will 
dispel all doubts, and this can only serve to improve 
the status of the unit trust movement. At present 
the extent of “ publication” has not been defined. 
It may mean only circularisation to holders of units, 
or it may be interpreted more broadly, and the Lord 
Chancellor has agreed to consider whether precise 


definition is necessary. It is generally agreed that 
separate legislation on unit trusts would have been 
better than linking unit trusts to share-pushing in one 
Bill. But disclosure by unit trust managers is wholly 
desirable, and if the Share-Pushing Bill ensures an 
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adequate degree of publicity for their operations, 
this part of the Bill, at least, will have done a service 
to the small investor. 


Profits on Aircraft Contracts 

For the past year contracts placed by the Air 
Ministry with aircraft manufacturers have been 
regulated by the ‘ M’Lintock agreement.’’ The 
details of this agreement have been kept secret, 
but, broadly, it provides three alternative methods 
for fixing prices. By the first method, agreed prices 
may be arrived at by negotiation between the two 
parties, the prices being based on actual costs plus 
an agreed percentage of profit. If this method 
fails, a “‘ target ’’ price may be fixed. This “‘ target "’ 
price is calculated on an estimated cost of production 
—the “estimated basic cost.’’ If under the target 
price system the actual cost proves to be below 
the estimated basic cost, the Ministry and the manu- 
facturer share the difference; if it proves to be 
above, the manufacturer receives the actual cost 
plus the fixed profit. If no agreement as to price 
can be reached under either of these two methods, 
the question is submitted to the Hardman Lever 
Committee. A clause of the agreement provides 
for compensation to be paid to the manufacturer 
if he is left with costly but depreciated factory 
buildings at the end of the rearmament expansion. 


This agreement was negotiated early in 1936, 
but was not put into force until last year. Already, 
as a result of the changes which hav occurred in this 
fast-developing industry, the agreement is out of 
date. Turnover has increased enormously ; 
“ straight-run ”’ production has become much more 
important ; the system of sub-contracting has been 
extended ; much public money has been spent 
in the industry on capital assets, especially on air- 
craft factories. In consequence, Sir William 
M’Lintock has been asked to review the existing 
agreement in the light of present circumstances 
with a view to seeking a revised agreement between 
the industry and the Ministry. There has no doubt 
been a certain amount of loose talk about the level 
of profits on aircraft contracts, but it is to be noted 
that Sir Kingsley Wood’s assurance last month 
that profits in recent months amounted to only 
6 per cent. referred to profits as a percentage of 
estimated cost--which may be far different from 
actual cost. Moreover, the system of sub-contracting, 
especially sub-contracting between affiliated concerns, 
may tend to depress the book profit of the original 
contractor, leaving total profits on the contract at 
a considerably higher level. It is to be hoped that 
the revised agreement, if it is concluded, will clear 
up reasonable doubts on points such as this. Mean 
while, it is satisfactory that Sir Kingsley Wood 
has agreed to consider the suggestion that the revised 
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agreement should be published, or, at least, that 
more extended information regarding its terms should 
be made known. There can be little to lose in giving 
the public every possible assurance that the system 
of control is working effectively. 


Trustee Securities 

In our issue of last October, we showed that 
the provisions of the Trustee Act, 1925, which 
stipulate the types of security eligible for trustee 
status, are clearly out of touch with the times. 
We made the suggestion that the list of trustee 
securities might be regularly reviewed by a com- 
mittee having statutory powers to effect desirable 
amendments. <A_ very similar suggestion has now 
been made by a Committee of Inquiry appointed by 
the Government of Northern Ireland. The Com- 
mittee were primarily concerned with the “ anomalies 
and discrepancies in the statutory position within 
the United Kingdom which adversely affect the 
trustee status of certain Northern Irish securities,” 
but they drew attention also to the larger problem 
created by the clash between a statutorily defined 
list of securities and changing economic circumstances. 
They therefore made the same suggestion—that a 
statutory standing committee should be appointed 
in the United Kingdom with the duty of revising the 
list of securities from time to time. The appointment 
of such a committee would require legislation at 
Westminster as well as at Stormont and the Com- 
mittee therefore asked the Treasury for their observa- 
tions on the suggestion. These observations are 
emphatic enough: ‘“‘ The Treasury see no sufficient 
reason of general public interest for the establishment 
of such a committee.” This seems to be a case of 
official myopia, and it is to be hoped that we shall 
not have to wait much longer before the palpable 
anomalies of the present position are appreciated 
at Whitehall. 


Bankruptcy Laws Amendment 

Representations for the revision of the Bankruptcy 
laws have recently been made to the Board of 
Trade by the National Federation of Grocers’ and 
Provision Dealers’ Associations. The representa- 
tions are based on a report of the Federation which 
embodied the following recommendations, inter 
alia :— 


(a) That deeds of arrangement should be _per- 
mitted only if not less than 10s. in the £ 
was available for creditors after all expenses 
had been paid, and the Official Receiver, 
after investigation, had certified that the 
insolvency was bona fide and that there was 
no circumstance which would form the subject 
of criminal proceedings under the Bankruptcy 
Act. 


(6) That Section 7 of the Bankruptcy (Amend- 
ment) Act, 1926, requiring proper books and 
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records to be kept and preserved, should |. 
more rigidly enforced. 


(c) That a person who is an undischarged bankrup; 
should not be permitted to be a director oj 
any limited company. 


(d@) That in criminal proceedings under the Act, 
the Court should be bound to infer that ther 
has been an intention amounting to fraud 
on the creditors if, having regard to the 
method of trade adopted by the debtor 
including prices charged on the sale of hjs 
goods, and any other causes contributing ty 
his insolvency, he had reason to believe thar 
he would not be able to meet his liabilities. 


It will be interesting to see if the Board of Trade 
will respond to the representations which have been 
made. The call for amendment of the bankrupte 
laws is continuous but seems to evoke no more 
response than the reiterated demand for amendment 
of the Companies Acts. 


South African Company Law 


A Bill to amend the Union Companies Act of 192i 
has been introduced into the South African Hous 
of Assembly. As would be expected there is much 
in the Bill which in principle is similar to the relevant 
provisions of the Companies Act in this country 
In registration matters there are to be found pr- 
visions for the keeping of an index to the shar 
register. Our law is that trusts shall not be entered 
on the register but the Bill appears to give a compan\ 
an option in the matter. As regards redeemable 
preference shares the requirements are almost iden- 
tical with our own statute. The Bill requires minutes 
of general meetings to be available for the inspection 
of members. The stated grounds for disqualificatior 
of directors follow fairly closely those obtaining here 
except that any person having a specific crimina 
conviction is disqualified save under authority of the 
Court ; unfortunately, no like requirement appeal 
in the British Act. The requirements as to directors 
fees include subsidiary companies with specili 
reference to a managing director. Payments 
directors for compensation for loss of office must | 
approved by a general meeting of shareholders, an 
there is an obligation upon directors to disclose thet 
interests in contracts. Underwriters to an issue mus’ 
declare on oath that to their best knowledge ant 
belief they will be able to carry out their obligation 
If default be made, criminal proceedings follow an 
the onus is upon them to prove reasonable grouné: 
for the declaration. Drastic though this may appeé! 
no doubt considerable advantage attaches to tlt 
provision. It is apparent that the share-hawker hie 
not left the Union free from his attention, but fro™ 
the proposed legislation it seems that in future h» 
activities will be much restricted. 
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Limited Audits 


By STANLEY W. ROWLAND, LL.B., Chartered Accountant 


The first thought suggested by the title under 
which the Editor has asked me to write is that in a 
certain very real sense every audit must be limited ; 
for not only is it impossible in most instances for the 
auditor to bring every transaction under examination 
but, in every Case, it is necessary to draw somewhere 
the line beyond which inquiry shall not go. No 
matter how careful the mechanical arrangement of 
an audit may be, those two difficulties will always 
remain and in themselves they are almost the whole 
explanation why an auditor’s report can be no more 
than the expression of a personal opinion, depending 
for its value in great part on his integrity and his 
ability. However that may be, the world has become 
accustomed in this sphere to use language with that 
pardonable degree of laxity which makes life possible 
and it recognises a distinction between some audits 
which are called “ full ’’ or “‘ complete’ and others 
which are called “‘ partial’’ or ‘ limited.” 

The accidents of English history have erected in 
the public mind the statutory audit under the Com- 
panies Act, 1929, as the great exemplar of the so- 
called “‘ complete ’’ audit. Without going into legal 
niceties, it may be stated broadly that such an audit 
may be regarded as complete because it commits the 
auditor to financial liability if, through lack of due 
care, he fails to detect that the balance sheet is an 
inaccurate reflection of the facts shown by the books 
and also if he fails so to examine the events leading 
up to those facts as to bring to light wrongful (though 
not merely imprudent) administration on the part 
of directors and officers. The temptation to stray 
beyond the limits of this article must be resisted but 
perhaps it is not out of place to remark that it is at 
least doubtful whether the legislature which originally 
framed the present form of auditors’ report under the 
(ompanies Act contemplated such an extension of 
responsibility as is represented, say, by the notorious 
Vestminster Road Construction case. The verbal 
framework provided by the section has the support 
of a respectable historical antiquity, the origin and 
«nvironment of which might well be studied by a 
competent investigator ; but it is not sacrosanct for 
all time and an improvement in the direction of 
delimiting more clearly the respective responsibilities 
of directors and of auditors can be imagined without 
much difficulty. 

Subject to the case where the directors hold all the 
shares-as recently in Vendlebury’ s Limited v. Ellis 
‘reen and Company—there is no such thing as a 
partial company audit. The directors, it is true, 
may employ accountants to perform specific opera- 
lions, but such engagements are better denoted by 
the name ‘ ‘investigations.”’ Thus, limited audits, in 
the technical sense, are confined to these investiga- 


tions and to audits performed at the instructions of 
private parties. 

The great practical difficulty which encumbers this 
subject is the lack of any generally accepted classifica- 
tion of partial audits according to the degree of 
partiality they display. When the layman is told 
that an audit has been performed, his mind has no 
clear conception of what the situation really is. 
Some persons look on an auditor’s signature as merely 
the imprimatur of a correct exercise in book-keeping 
based on material appearing in the books; others 
regard it as a guarantee that everything has been 
brought into the books and that fraud and adminis- 
trative errors are absent. In fact, the complete 
company audit is something more than the first 
though not far short of the second. It is not surpri- 
sing that this uncertainty invades even the judicial 
bench, with the result that the signature of an auditor 
to a single balance sheet may, in modern conditions, 
load him with financial responsibility exceeding the 
annual income of the whole profession. 

In America these things are ordered more con- 
veniently and it seems almost true to say that there 
the word “ audit ”’ has little significance in the absence 
of such qualifying descriptions as “ balance shect,”’ 
“income ”’ or “cash.” It is not possible to bring 
American conditions across the Atlantic, but one of 
the purposes of these lines is to suggest the advan- 
tages of importing greater precision into engagements 
for limited audits. Quite apart from company 
legislation, which, for the purposes of this article 
is henceforward left out of account, it may be pointed 
out that the audit with a limited purpose may play 
a highly important part in the service of commercial 
men. Its usefulness, on the other hand, is liable to 
be seriously diminished if public ideas about it are 
infected by vague analogies with the full auditorial 
responsibility mentioned above. 

We may dispose at once of a point which scems 
obvious, but which, in practice leads to endless trouble 
and confusion. The answer to the question “ When 
is an audit not an audit?” is “ when it is an in- 
struction to make an income tax computation and 
to fill up an official form.” The riddle seems to 
answer itself, but nevertheless, in practice, it provides 
many dangerous pitfalls. The income tax authori- 
ties are themselves not free from blame, for when 
a private account is produced to them they some- 
times require of the accountant a “ yes”’ or “no” 
answer to the question “ has this been audited ? ” 
Further, there are plenty of instances where an 
accountant who commences such an engagement as 
a mere arithmetician has found himself treated as 
though he were a watchdog (even if not a blood 
hound) against the contingency of fraud. 
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In the general field of limited audits, we in this 
country suffer, as in so many other respects, from 
having been first in the field. We developed the 
company audit, but we have failed to be scientific in 
the development of the private or specifically limited 
audit. The improvement and even the creation of 
technique seems called for if the necessities of the 
situation are to be met. 

It may be asserted that the first essential is to 
get the client to understand what it is he wants. 
Perhaps it is not entirely the client’s fault that in too 
many of the smaller engagements there is a lack of 
really effective contact between the client and the 
responsible principal in the accountant’s office. In 
the past, when standards of commercial education 
were generally low, there was perhaps some excuse 
for the client who regarded his accounts as mathe- 
matical mysteries and who left everything connected 
therewith to impersonal experts whom he called “ the 
accountants ”’; in the changed conditions of to-day 
such a relationship, or lack of relationship, is unfair 
to both parties. If the client were persuaded that 
there is more in figures than arithmetic and if he felt 
that he and the accounting principal were fellow 
students of a common problem, the change would 
be to the advantage of both sides. Experience shows 
that there are many cases where the office organisa- 
tion remains weak, the fertile soil from which future 
troubles may grow, only because the benefits of 
friendly co-operation are not realised on both sides. 

If, in this atmosphere, intelligent instructions can 
be obtained from the client, the obvious next step 
is that the accountant should decide quite clearly in 
his own mind what steps he proposes to take. It is 
here that the dead hand of tradition sometimes lies 
too heavily. I have in the past ventured to assert 
that auditors are too conscious that, as a matter of 
book-keeping, balance sheets are built up by a 
synthetic process, that is to say, transactions are re- 
corded individually in the books and their effect is 
ultimately aggregated in the final accounts. The 
traditional mode of performing an audit is to repeat 


Expert Evidence 


(By a 


Barristers and others in legal practice constantly 
meet accountants who desire to be told plainly what 
exactly is required of them and how they can best 
assist the Courts when they are asked to give expert 
evidence. It is, therefore, not out of place for a lawyer, 
while not presuming to enter the specialised sphere 
of accountancy, to outline the ways in which the 
accountant can best equip himself for the task of 
being an expert witness. 

The accountant is mainly called in by the lawyer 
where technical problems are involved. His specialised 
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this process by checking in the same direction. Is it 
not possible to illuminate the facts, as it were, by 
getting into reverse gear, and practising analysis of 
the final accounts as distinct from the synthesis of 
the originating transactions ? The limited audit is a 
favourable field for the making of such an experiment, 
for scientific de-limitation of activity must begin 
from a consideration of those parts and functions of 
the final accounts on which the limited auditor's 
attention is to be concentrated. 

One adds with some trepidation a remark on the 
common type of report which often results from 4 
limited audit. Too usually the effect of tradition is 
here, again, very apparent. The auditor of a com- 
pany is required to use a framework of language and 
to insert reservations and qualifications in it. The 
result is that the accountant allows himself to be 
dominated when making his report on the limited 
audit by the desire to make quite clear what he has 
not done. Such a method may create in his own 
mind a clear impression of what he has done but does 
it give an equally clear impression to the client, who, 
after all, pays the bill ? 

As a final word one may reflect that accounting 
depends on book-keeping, but is not a mere develop- 
ment of that art. To perform a limited audit on 
books of account and on books of account alone is 
to deny to accounting its larger usefulness. The 
function of accounting is truly to estimate the effects 
of the interplay of living forces, a process which 
demands the exercise of imagination in no mean 
degree. The limited audit concentrates the atten- 
tion on one separate part of those forces. The books, 
as books, may reflect the forces themselves but 
cannot express their relative importance nor the 
possible effects of variations in the relation in which 
they stand one to the other. It is here that the 
limited audit demands qualities of a really - high 
grade in the accountant performing it ; and therein 
lies the reason why we ought, perhaps, to give mort 
attention than we do to the special technique which 
limited audits demand. 


knowledge is required long before he actually comes 
to give his evidence. It is the greatest possible value 
to Counsel to have the advantage of conferring with 
his accountant witness before he actually prepares 
his plan for the conduct of the case. The actual 
recommendation that an accountant should be em 
ployed often comes from Counsel when, on reading 
a set of papers, he realises that his own knowledge o! 
technical questions—very often an extremely limited 
knowledge—is insufficient to compete with the 
problem. If such a conference is possible, the accotl 
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tant can be told the main issues in the case from a 
legal standpoint, and the barrister can have the 
technical difficulties explained. Again, the accoun- 
tant, in preparing the proof of his evidence, can 
eschew irrelevant details and concentrate his atten- 
tion on matters of major importance, if the main legal 


Is it 
e, by 
sis of 
sis of 
it isa 


ment 

begin issues are first put clearly before him. 

ms of In preparing his proof, the accountant will be in 
litor’s possession of the facts of the particular case, in 


addition to the specific points upon which his assis- 
tance has been sought. His task may be to elucidate 
difficulties or in some cases to express an expert 
opinion. His evidence should be prepared in accord- 
ance with his instructions. He should remember the 
dangers which inevitably result from an optimistic 
view expressed before trial and failure to “‘ come up 
to proof” when actually in the witness-box. It is 
unnecessary to stress the importance of complete 
honesty from an expert witness. This is, of course, 
essential from a moral and professional point of view, 
but if an expert witness can be shown to be giving 
inaccurate or even strongly biassed evidence, his 
testimony will be disregarded by the Court, and he 
will become a severe handicap to his client’s case. 
It is, of course, the duty of Counsel in the case to 
test the witness’s opinion upon all points which may 
arise before he is actually called to give his evidence. 


If accounts or schedules of figures are to be put 
in as evidence, they should be produced to the Court 
by the accountant, who will be responsible for their 
accuracy. These should be prepared so that their 
meaning is more clearly indicated. In this way 
judicial exasperation may best be avoided and good 
relations maintained in the most involved cases. 
[he witness should be ready to explain technicalities 
and complications to Judges, juries and Counsel in 
everyday language. When experts on the other side 
are in the witness box, it is of the greatest value to 
Counsel to have access to his own expert witnesses 
in order that they may be consulted upon any new 
matters which may be raised. The accountant should, 
therefore, be ready to explain such matters quickly 
and intelligibly. 

The evidence which will be given by the expert 
in his examination in chief will have formed the 
subject-matter of conference before trial. The witness 
will, therefore, have appreciated the salient features 
in his client’s case, and, though leading questions 
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with permissible, the witness will be able to take his cues 


(uite easily from the questions that are put to him. 


spares 

sctual He should make no attempt to improve upon what he 
e em- las already expressed. Any injudicious statement 
ading may leave a loophole in cross-examination which 
ge of may be extremely damaging. If his opinion is invited, 
mited he should confine himself to what he has already 


*xpressed either in his proof or in conference. While 
‘are should be taken to ensure that the evidence 
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which the witness proposes to give is all legally 
admissible, this problem is not the primary concern 
of the witness, but of the lawyers. In point of fact, 
the subject-matter of expert evidence seldom consists 
of specific facts upon which conflict may arise, but is 
normally confined to expressions of .expert opinion 
upon given sets of facts. In this way opinion, if it is 
expert opinion, can be made admissible evidence. 

Cross-examination is an infinitely more difficult 
matter, and it is here that the witness is called upon 
to demonstrate his capacity to the fullest extent. 
Normally there will be a body of expert evidence on 
the other side, and it is the duty of opposing Counsel 
to put to the witness the contentions which will be 
advanced by his own witnesses. In this way the 
witness is given an opportunity of dealing with the 
arguments and opinions which will be put forward 
by experts on the other side. He will probably be 
faced with a series of arguments directly opposed to 
those which he has just expressed in his evidence in 
chief. It is unlikely that any attempt will be made 
to bully him, unless his evidence is strongly biassed. 
The arguments may be put to him in such a way that 
he must agree with part, though he disagrees with 
other parts. In this case he should be careful to dis- 
tinguish in his answers between the parts with which 
he agrees and those with which he disagrees. It may 
be that questions will be put to him along a certain 
line of reasoning which would eventually lead him to 
agreement with the other side’s contentions, or to 
statements diametrically opposed to opinions ex- 
pressed in examination in chief. He should, therefore, 
be careful to see where each of his answers is leading 
him. It is never necessary to answer questions 
“Yes” or‘ No.” A witness is always entitled to qualify 
his answer and should always do so if there appears 
to him to be any danger of his answer being mis- 
interpreted. It is natural that the opposing Counsel 
should seek to put on any witness’s answers an inter- 
pretation favourable to his own side. The witness 
should, therefore, guard against possible misinter- 
pretation of his answers as much as possible. It is, 
of course, the duty of Counsel to detect any answer 
capable of misinterpretation, and correct in re- 
examination any wrong impressions given by his 
witnesses during cross-examination. 

The witness should answer questions put to him in 
cross-examination as shortly and as definitely as 
possible. The greatest possible danger may result 
from embroidery of evidence by witnesses, and danger- 
ous loopholes to the other side may be left by a 
careless answer. In a difficult and technical case, it is 
often far from easy for cross-examining Counsel to 
frame his questions so that their import is immedi 
ately understood. The witness should, therefore, 
make quite certain that he has understood the 
question put to him before essaying an answer to it. 
It is always permissible for a witness to have involved 
questions put to him again. Any questions which 


n the 
‘om 4 
ion is 
com- 
e and 

The 
to be 
mited 
e has 
; Own 
t does 
who, 
inting 
velop- 
lit on 
one is 

The 
ffects 

cc 


240 


appear to be unfair can be dealt with by uncom- 
promising answers. No harm can come from a witness 
flatly refusing to agree with an argument which 
appears to him to be wrong. If a question is unfairly 
put to him in cross-examination he may rely upon 
his own Counsel to raise objection to it. 

It is true that professional men who are constantly 
dealing with widely different sets of facts, cannot be 
expected to remember the details of each particular 
case. For this reason an accountant who gives direct 
evidence about incidents and interviews would be 
permitted to take with him into the witness box and 
to consult from time to time his notes made at the 
time of the incident. Such notes are then always 
available for inspection by the other side. He will 
not be permitted to read his proof, but he may refer 
reasonably to any notes relating to figures which he 
has prepared to enable him to give clear and accurate 
evidence. Reference to notes should be avoided as 
much as possible, but never at the expense of accuracy. 


The Accountant as Company Director 


By F. S. BRAY, Chartered 


The greater part of trade and industry in this 
country to-day is carried on within company forma- 
tions, one class of people finding the capital for the 
enterprise and the other class undertaking its manage- 
ment. The management class are more familiarly 
known to us as company directors. The directors are 
charged with the responsibility of conducting the 
enterprise efficiently, and in order to guard against 
financial discrepancies a careful system of organisa- 
tion and administration is essential. In the early 
days of industrial activity there were opportunities 
for achieving abnormal profit residues, but as com- 
petition developed it was recognised that profits 
depended upon organising and administrative ability 
in addition to technical competence. Professional 
accountants have shown the industrial and business 
world that such ability turns upon the inferences 
to be drawn from accurate accounting information. 
Hence it is essential that the directors constituting the 
Board of a company should understand its accounts 
and should be able to appreciate the deductions which 
can be made from them. Most Boards of directors 
are beginning to recognise this and they welcome the 
presence amongst them of an expert who can explain 
the accounts and who can point to the problems of 
management which they illustrate. Partly for this 
reason it is felt that an accountant director gives the 
shareholders added confidence in the Board. 

There is still a small body of professional opinion 
which entertains some doubts on the desirability of 
practising accountants accepting invitations to join 
the Boards of companies. Those who share these 
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When questioned upon matters which are clear|j; 
unfavourable to his own side, the witness should be 
frank. Such matters will have been considered before 
trial, and the method of dealing with them will have 
been indicated. Frankness and complete honesty in 
a witness are essential, and failure to demonstrate 
these qualities may be extremely dangerous. The 
witness can do no more than support his client's 
case as it stands, and efforts to present it in a more 
favourable light by means of omissions or explanations 
may have the most prejudicial effects. On the other 
hand, genuine frankness and fairness on the part of 
a witness never fail to breed confidence in the minds 
of judge and jury. 

The suggestions in this article aim at a high 
standard in the preparation and giving of expert 
evidence. The importance of the expert witness 
cannot, however, be rated too highly, and his capacity 
to make or mar his client’s case may far too often be 
disregarded. 


doubts appear to assume that there are circum- 
stances in which a practising accountant, by becoming 
a company director, places himself in the position of 
carrying on a business, a function incompatible with 
his profession. This objection, however, has less force 
once it is recognised that the particular contribution 
of an accountant director to a Board is the one for 
which his accounting experience specifically qualifies 
him. The accountant director gives the Board not so 
much commercial as professional advice ; he stands 
in relation to his co-directors as financial adviser. 
Nevertheless, he must understand the commercial 
outlook and should acquaint himself with the tecli- 
nicalities of the business so that he is in a position to 
appreciate the recommendations of his colleagues on 
the Board. 

Professional accountants practising either alone or 
in partnership sometimes find themselves faced wit! 
a domestic problem. An appointment as company 
director has been accepted which gradually absorbs 
more and more time, with the result that it makes an 
inroad on the time available for the remaining 
clients of the practice. This is not an unfamilia! 
experience. An accountant director of a private 
company, though he may have been led to believe 
otherwise, often discovers that the accounts depart- 
ment is not well organised and that in fact he has to 
spend a good deal of time to see that accurate and 
relevant accounting information does come befor 
the Board, upon which he can express a_ prope! 
opinion. Moreover, once a fee has been decided upon 
for his services as director, his co-directors are apt t 
regard this as final, despite this extra work to which 
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he may be put. In theory, the contingency should be 
guarded against before an appointment is accepted, 
but in practice this is not always easily accom- 
plished. It will be realised that the objections we 
lave been considering have no force in the case of an 
accountant, not in practice, who takes on the duties 
of a whole time appointment on the Board of a 
company. 

A company which has met with financial diffi- 
culties may invite an accountant to join the Board 
either directly or under the influence of parties 
having considerable financial interests at stake in 
the company, e.g., a bank. In such cases the 
accountant should enquire carefully into the actual 
situation before accepting the appointment, and 
should try to form an opinion on the possibilities of 
restoring the company to a healthy state and on the 
remedies necessary to bring this about. In these 
cases it is advisable for the accountant to tell the 
Board what he thinks and to see that if he does join 
them, his co-directors will carry out his recom- 
mendations. 

If an accountant is invited to become a director 
ofa new public company, among other things he must 
satisfy himself that the statements made in the 
prospectus are reliable before it is issued. If asked to 
become a director of an established company, he 
should ask to see the company’s accounts and should 
be given an opportunity of considering them before 
he accepts the appointment. In normal cases the 
accountant who contemplates accepting a director- 
ship should make sure that he has confidence in his 
prospective co-directors. Before taking office it is 
essential that he should make himself familiar with 
the company’s Memorandum and Articles of Associa- 
tion, particularly those Articles which are directly 
concerned with the powers and obligations of the 
directors. In the opinion of the writer, it is un- 
desirable that a person such as an accountant, bringing 
pecialised qualities to the Board, should be expected 
to acquire a substantial share qualification; it 
suggests an intrusion of the commercial element into 
the appointment. 

The qualities which make an accountant a valuable 
addition to the Board of a company may be sum- 
marised. He is a person skilled in accounts of all 
(escriptions who by his knowledge and experience of 
business finance and business forecasting is able to 
ve from accounting information the elements of 
‘rength and weakness in a business, and to point 
‘0 the conditions making for stability. He has a 
‘pecial ability to advise the Board on such questions 
‘s the methods of accounting most suited to the 
‘ompany. From his experience he will be able to 
idvise on the periodical accounting statistics which 
will be of most use to the Board, and from his special 
knowledge hc will be able to point out to his co- 
lirectors the trends of the business. Again, the 
*“countant, by his training, has a facility for accuracy 
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and correct statement, a capacity to ascertain facts, 
an ability to sift quickly and easily essential data 
from non-essential data, a familiarity with company 
legislation, and if he brings to his duties the added 
qualities of a practical impartial outlook and a 
balanced judgment his advice will prove of high value’ 
to the Board. 

It has been emphasised that the accountant 
director should assume responsibility for the form of 
the periodical information coming before the Board. 
He should insist on the production of periodical 
balance sheets and revenue accounts, the length of 
the period depending upon the nature of the business. 
He should see that the items appearing in the balance 
sheet and revenue accounts are properly marshalled 
and grouped, that such documents are not burdened 
with irrelevant details and that the figures for proper 
comparative periods have been inserted. So far as 
possible he should call for estimates of future costs 
and earnings and arrange for these to be constructed 
in the form of future balance sheets and revenue 
accounts and when the time comes he should note 
the divergence of the actual from the estimated 
results. Normally it will be the duty of the accountant 
director to see that a proper form of sales analysis 
is submitted to the Board, and to see that information 
is available which will enable him to detect changes 
in sales policy on costs and departmental earning 
efficiencies. He will pay particular attention to the 
expenditure side of the business and for this purpose 
he will investigate the efficiency of the cost accounts. 
It is not unusual to find highly detailed costing 
statistics submitted to the Board which obscure 
essential relationships. The, accountant director 
should see that accurate plant statistics are made 
available from which he can judge the earning 
efficiency of sectional plant. He should call for 
reports of contemplated capital expenditure and in 
conjunction with figures illustrating the liquid 
position he should judge if such expenditure will 
encroach on the working capital of the business ; he 
should estimate the effect of such expenditure on 
future revenue. 

Again, the accountant director will want a form of 
analysis of the current position so that he can deter- 
mine the adequacy of working capital and the pro- 
portions in which current assets are held and can 
advise the Board on such matters as_ proposed 
dividend declarations. Moreover, he should ask for 
such information as a debtor’s analysis, and a sum- 
mary analysis of the stock and work in progress 
carried by the business. Once the accountant director 
has determined the limits of the internal accounting 
information which should come before the Board, he 
is in the ideal position of being able to tell his co- 
directors where the elements of strength and weakness 
lie, and of making recommendations, the effect of 
which, if properly carried out, should be to keep the 
company in a state of financial health. 
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The Guildhall Dinner 


His Royal Highness The Duke of Kent, K.G., honoured 
a distinguished company by his presence at the Dinner 
of the Society of Incorporated Accountants, held in 
Guildhall, London, E.C., on Thursday, March 16. The 
President of the Society, Mr. Walter Holman, F.S.A.A., 
occupied the Chair. 

The loyal toasts having been duly honoured, H.R.H. 
The Duke of Kent, K.G., who was warmly received,on 
rising, said : 

Mr. Chairman, my Lord Mayor, your Excellencies, 
my lords and gentlemen, I am very glad to be able to 
propose this evening the toast of ‘‘ The Society of 
Incorporated Accountants.”’ 

Perhaps one of my earliest official contacts with 
accounting methods was when I was in the Navy. I say 
‘ official ’’ because frequently before then it had to be 
pointed out to me that my pocket-money accounts were 
slightly optimistic. (Laughter.) But in the Navy it was 
more serious, and I was able to get first-hand knowledge 
of the intricacies of balancing the estimates made by 
officers of monthly pay with the more precise calculations 
of the Paymaster’s Department—and the precise calcula- 
tions were invariably unfavourable to the officers. 

Since then I have had many contacts with the com- 
mercial and industrial activities of the nation, which have 
proved to me again and again the importance of the 
accounting functions and services which your profession 
gives to the country. 

It is now ten years since my brother, The King, when 
he was Duke of York, formally opened Incorporated 
Accountants’ Hall on the Embankment. (Cheers.) I am 
glad to know that that beautiful hall has so aided the 
activities of your Society, and what pleasure its use has 
afforded to all the members. That event inaugurated a 
decade in which the Society has shown extremely vigor- 
ous progress, a progress which has its foundations in the 
knowledge of the very high standard which is demanded 
of the members by the Society. 

Examination and training are no formality, but a 
very severe test of qualification. In fact, it is quite 
usual for anxious examination candidates to get a great 
deal of sympathy, as though they were about to face 
some mediaeval inquisition. (Laughter.) I feel sure it 
is most unfair that they should get all the sympathy, 
and as there is no chance of my having to take the 
examination I am quite safe in sympathising with .the 
examiners. I think the candidates would do so too if 
they knew that in the last ten years the examiners have 
set some 3,400 questions, and have read about one million 
answers. (Laughter.) They are, however, apparently 
quite undaunted, because in the finals beginning in May, 
1940, they intend to spread the papers over four days, 
and extend the time to 21 hours, instead of 17}. 


Although accountancy is a comparatively young pro- 
fession, it has in the last half-century earned for itself 
a position of national importance. The public may think 
that legislation has been unduly kind to a profession 


concerned with the affairs of limited companies and wit) 
the taxpayer’s obligations to the Inland Revenue—much 
kinder, in fact, to accountants than to those who foot 
the bill. 

Whether this is true or not, the profession of account 
ancy certainly owes its important position in the State 
to-day to the enormously increased complexity oj 
finance that directly affects every one of us. Practically 
no one is exempt from the gymnastics, both mental and 
physical, of referring to ‘‘ Sub-section 20, schedule 17b, 
paragraph such and such,’’ when answering such appar. 
ently elementary questions on Income Tax forms as 
‘Do you make any claims ?”’ or “‘ Have you a house. 
” (Laughter. ) 


“e 


keeper ? 

However, the smooth working of direct taxation in 
this country can be attributed very largely to th 
relations established between your profession, the Inland 
Revenue authorities, and the taxpayer. 

As auditors and financial advisers to companies 
carrying on the commerce of the country you are als 
responsible for the developments in accounting and 
financial arrangements which contribute so largely t 
efficient management and to the confidence of investors 

There has been a remarkable increase in the number 
of investors in all classes of the community. The accounts 
and information issued to them are subjects of interest 
to your profession. Whether investors study the inform 
ation issued to them as they should, and whether the; 
always understand that information, may be subjects 0! 
different opinions. But I understand that there is an 
increasing tendency for investors to judge their invest 
ments by the criteria of earnings and earning power, ané 
the appropriate type of information to satisfy that need» 
a subject which merits your consideration and judgment 

The exercise of the profession of accountancy is a0 
individual responsibility, and creates an essential per- 
sonal relationship between you and your clients. Thi 
touch of human and personal understanding finds it 
expression in your various student, and other, organisé 
tions throughout the country. I have heard with interes! 
of the refresher courses organised by your Council, whic) 
are held biennially through the goodwill of some of the 
colleges at Oxford and Cambridge. These have proved 0! 
great advantage to your younger members who attended 
among whom I am interested to learn were several from 
the Dominions. (Hear, hear.) 

This large gathering would be proof enough if it wer 
needed, that the members of the Society of Incorporate! 
Accountants realise the value of the unity which com® 
of friendship, and that the work of a profession * 
enhanced by the mutual esteem of its members and b} 
their loyalty and affection to the body to which th® 
belong. 

My lords and gentlemen, I have much pleasure . 
giving you the toast of ‘‘ The Society of Incorporat® 
Accountants,” coupled with the name of Mr. Walte’ 
Holman, your Chairman. (Cheers.) 
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Mr. Walter Holman, F.S.A.A., the President of 

the Society of Incorporated Accountants, responding to 

the toast, said that his first words must be words of 

sincere welcome to His Royal Highness and of deep 


these words : *‘ A farm is more and more a factory, and, 
where the machine enters, the inspector, the accountant 
and the auditor, like Mary’s lamb, are sure to follow. 
For the machine, if the friend of man, is also the enemy 


1d with appreciation of his presence that evening and of the of freedom and personality.” 
—much generous terms he had used in submitting to that great He (the President) interpreted that to mean that the 
ho foot audience the toast of “‘ The Society of Incorporated inspector, the accountant and the auditor entered in 
Accountants.” (Cheers. ) order to off-set the detrimental effects of the machine, 
ccount The reference to the honour conferred on the Society and they did that, and if sometimes they succeeded only 
e Stat by His Majesty the King ten years ago when, as Duke in demonstrating the fallibility of the human element, 
city of of York, he opened Incorporated Accountants Hall on that must be attributed to the inspector rather than 
ctically the Embankment, had brought back vividly to his (the to the accountant and the auditor. (Laughter.) For it 
; President’s) mind the enthusiasm and the high hopes was of the very essence of professional activity that it 
tal and with which they then entered upon a new phase in the was neither mechanical nor impersonal. It required the 
ile 17b, history of the Society. (Hear, hear.) In the ten years minimum of outside regulation and control in order that 
appar- which had since elapsed those hopes had been amply there might be full scope for individual skill, initiative 
TMs as fulfilled. His Royal Highness had referred to the growth and personality, and it carried with it personal responsi- 
_ house- in their membership. There had been an expansion in bility and liability for the proper discharge of duties 
their membership from 5,000 to 7,500; and he (the undertaken. (Hear, hear.) 
; President) could tell of an equally impressive growth in af _ ; : 
a the financial resources of the Society ; but money was Those were characteristics, he submitted, which were 
to th to them only a means to an end—(laughter)—and he of growing importance in a world whose affairs became 
> Inland need not, therefore, weary those present with details of increasingly complicated and whose processes became 
the sterling lubricant and spirit on which their organisa- increasingly mechanised, and they formed an indication 
mpanies tion ran. of the task which faced professional bodies such as 
, theirs, which were charged with the duty of deciding 
are ale The Society’s Activities the terms of admission to the profession, and of influenc- 
ng and In recent years a reorganisation had drawn all mem- ing the conditions in which its members could practise. 
rgely ti bers into one or other of the Branches and District 
vestors Societies which covered the United Kingdom, and the They could and they did test severely the educational 
we range of the Society’s activities throughout the British and professional equipment with which new members 
beacons Dominions could perhaps best be indicated by the fact commenced their work. They provided opportunities by 
iainen that when His Royal Highness landed in Australia to which students and members could develop their person- 
iii assume the high office of Governor-General, there would alitices. They promoted facilities which would enable 
teagan be branches and members of the Society there to greet them to keep abreast of modern developments in pro- 
bjects of him and to express good wishes for the success and fessional and business procedure and of changes in the 
on oe happiness of his stay there, which they all shared. law. They endeavoured to create conditions favourable 
agua Cheers.) for the exercise of their profession by their members. 
wer, and His Royal Highness had referred to their profession as , may Stns - yale arse — Shane wae seses Chetr 
: ~ ideals and their methods of attaining them, and through 
at need Is being comparatively young, and he (the speaker) only : . , 
pew hedliatell to valor to it an the “ Cinderella” of the aeo- their Benevolent Fund they endeavoured to help those 
a fessi ae P who fell by the wayside. (Hear, hear.) 
cy is at lessions lest he should be tempted to indicate the ; 
tial per identity of the elder sisters, and even to refer to their That was only a brief summary of the Society's 
ts. The physical detractions. (Laughter.) But if they were activities, which were for the benefit not only of their 
finds its indeed the ‘‘ Cinderella ”’ of the professions, that at least own members, but also of the commercial community 
organisa was their great night because they had met the Prince, of which their members were the servants. The presence 
1 interest and if he appeared anxiously to watch the clock it would that night of His Royal Highness, the toast he had sub- 
sil, which be realised that he was concerned not to over-stay the mitted and the cordial reception it had received would 
ne of tht specified hour of departure. (Laughter.) be a source of encouragement and inspiration to them 
proved 0! No one in that audience would wish or expect from all, and in the name of all the members he thanked him 
attended him anything in the nature of an eulogy of the Society most heartily. (Cheers. ) 


eral from 


or of the profession of which it formed a part. His Royal 
Highness had already said, with great charm, all that 


Mr. Henry Morgan, F.S.A.A., a Past President 
of the Society of Incorporated Accountants, in proposing 


if it wer teed be said, and official recognition of the important the toast of ‘‘ The Lord Mayor and Corporation of 
prporate! part which accountancy played in the national economy London,”’ said they were particularly delighted to have 
ch comes had very recently been given by its inclusion in the list as their guests the Lord Mayor and Sheriffs on that 
fession * of reserved occupations under the National Service occasion when they were honoured by the presence of 
s and b} scheme. Could anyone there doubt the reason for and His Royal Highness. The affection of all British subjects 
hich the) the significance of the fact that accountancy was placed for Their Majesties and the Royal House had been no 

‘t the head of the list ? (Laughter.) more impressively expressed than in the traditions of 
easure ! the City, and in the continuous and willing service of the 
orporate: _ Accountancy a Personal Function Lord Mayor and Corporation of London to the Throne 
r, Walt But the same truth had been expressed in more and to the nation. 


cturenque language. When Lord Baldwin was Prime 
Minister, in the course of one of his speeches he used 


On behalf of the Society, he wished to say how grateful 
they were for the use of Guildhall —not for the first time 


se cee ; 


244 ACCOUNTANCY 


~and to express their high appreciation of the presence 
of the Chief Magistrate of the City and the Sheriffs. 
(Cheers.) He wished to refer to an event of historic 
significance which had happened within the last few 
days-—-the appointment for the first time of a lady to the 
high position of Chairman of the London County Council. 
(Cheers.) They extended to Mrs. Eveline Lowe their 
hearty congratulations upon such a great distinction, 
and were glad that they were able to do so at the first 
public function which she had attended in that capacity. 
(Cheers. ) 


The Preservation of Individual Liberty 

Individual liberty was to-day everywhere in peril : 
it was said to be detrimental to the efficiency of the 
State. 

According to democratic ideas, the State existed for 
the benefit of the individuals composing it, and not 
vice versa, (Hear hear.) No doubt an ant-heap was 
very efficient as a community, but the ants could not 
get much fun out of it. Maeterlinck said : ‘‘ They used 
to have wings, they have them no more ;_ they had eyes 
which they have surrendered ; they had a sex, they 
have sacrificed it.” 

If the efficiency of the State demanded such sacrifices 
from the individual, then it had been bought at too dear 
a price. (Hear, hear.) The only rational motive for 
demanding increased efficiency in the State was surely 
that thereby the citizens might have a better life ; and 
yet modern State-worshippers—and they were to be 
found in all countries—-claimed that the State could only 
be more efficient on condition that the citizens made 
great sacrifices and accepted a worse life. 

That seemed to him as if a man on top of a ladder, 
fearful lest it might break under his weight, jumped oft 
to relieve it of the burden. 

lor nine hundred years the Lord Mayor and Corpora- 
tion of London had, in this country, formed a mighty 
bulwark against encroachments, from whatever quarter, 
aon the liberties of the subject. (Cheers.) As the scroll 
of the centuries was unrolled, they found recorded, time 
and time again, how the Lord Mayor and Corporation of 
London had withstood infringements of individual 
liberties, whether those were threatened by barons or 
rulers, or by subjects grown too powerful. 

We lived in strange and stirring times. We were 
passing through a period of transition. It had been said 
that *' Each age is a dream that is dying, or one that is 
coming to birth.’” He thought he was voicing the con- 
viction of his fellow countrymen when he said that any 
system which deprived the individual of his freedom of 
thought and speech would not be a dream, but a night- 
mare. (Cheers.) Should the unknown future again bring 
threats to individual liberty, he was convinced that the 
Lord Mayor and Corporation of the City of London 
would not be foregetful of their great tradition, and 
would once more form a rallying point for its defenders. 
(Cheers.) 

The Lord Mayor (Sir Frank Bowater), responding 
to the toast, said he was most grateful to Mr. Morgan 
for the dignified way in which he had proposed the 
toast. Though he was not, he regretted to say, a member 
of their great profession, he was glad to be able to be 


present at that interesting function, graced by the 
presence of His Royal Highness. There could hardly be 
anyone present that night, from whatever part of the 
country he came, who did not feel pride in the City of 
London and who did not feel that it was, in some peculiar 
way, his own. They were proud of the City. It possessed 
a record equal, if not superior, to that of any other city, 
ancient or modern, for its wealth had ever been devoted 
to the cause of religious, social and political freedom. 
(Cheers. ) 

On behalf of himself, the Sheriffs and the City Cor- 
poration, he thanked them for the kind way in which 
the toast had been proposed and received in such a 
cordial manner. They were proud and happy on all 
occasions to lend that historic hall for meetings of such 
institutions as the Society of Incorporated Accountants. 
(Cheers. ) 

Mr. Percy Toothill, F.S.A.A., Vice-President of 
the Society of Incorporated Accountants, in proposing 
“The Guests,”’ said it was a wise instinct which had 
allotted five minutes to the proposer of the toast of 
‘The Guests,”’ for the art of hospitality was revealed 
more clearly in actions than in words, and he hoped on 
that occasion their pleasure at receiving their guests 
needed no verbal reinforcement. It was fitting, however, 
that he should voice the Society’s welcome to those who 
had honoured them with their presence that night, and, 
if circumstances compelled him to do so collectively 
rather than individually, he would at least spare most 
of them the embarrassment of personal reference. 


As a Yorkshireman, he was of opinion that no welcome 
was complete until Yorkshire had had its say, and, if he 
might add to the President’s speech, it was to assure His 
Royal Highness that his visit to them that night would 
long be remembered by the large number of members 
who had come to London from the Provinces for that 
occasion. (Cheers.) If anyone from the Provinces 
cherished the illusion that civic pride was more charac- 
teristic of provincial than of metropolitan life of England, 
that illusion he was sure had been dispelled by the 
presence of the Lord Mayor and Sheriffs, and he ex- 
pressed the great appreciation of their members for the 
readiness with which the Corporation of London granted 
the use of Guildhall. (Hear, hear.) 


Most gladly he referred to the presence of His Excel- 
lency the Danish Minister and His Excellency the 
Swedish Minister, together with some members of the 
accountancy profession from the Continent of Europe, 
the renewal of whose friendship afforded them the 
greatest possible pleasure. 

It was appropriate that at a gathering in Guildhall 
the guests should represent every phase of the country’s 
life, and he acknowledged the presence of distinguished 
members of the Bench and the Bar and representatives 
and members of other professions and kindred societies 
as well as of the official heads of the great City Corporé 
tions, industrial organisations and public utility bodies 
with whom they had had the pleasure of collaborating 
from time to time. (Hear, hear.) Their guests included 
members of both Houses of Parliament, by one of which 
they were taxed and by both of which they were governed 
—(laughter)—also members of the Corporation o 
London, the Chairman of the London County Council and 
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representatives of other local authorities, by whom they 
were both governed and taxed. (Renewed laughter.) 


The presence of distinguished officers of the armed 
forces of the Crown would recall to many of their mem- 
pers and guests the days of their youth. The cameraderie 
of Service life was matched by a quickly acquired pro- 
ficiency in a part of the English language which their 
suests from Oxford, Cambridge and London Universities 
and the Public Schools would hardly ascribe to their 
sholastic heritage, nor with which their friends from the 
Civil Service would enliven the dignity of their minutes— 
in which official reticence happily guarded the mysteries 
of our earthly destinies. (Laughter.) 

Modestly hidden among the guests were captains of 
two All-England Cricket Teams. His only regret was 
that Incorporated Accountants were rarely to be found 
at Lords, except on a Saturday afternoon when they had 
nothing else to do. (Laughter.) Despite that, they prob- 
ably had a fair idea which team would win the Ashes 
next time—(renewed laughter)—but speaking in the 
presence of His Royal Highness, the Governor-General 
Designate of Australia, it might be indelicate for him 
(tthe speaker) to give him their “tip.’”” (Renewed 
laughter.) 

Sir Terence O’Connor, His Majesty’s Solicitor-General, 
whose name he had the honour of associating with the 
toast, had been good enough to accept the task of 
speaking for the guests. He was sure that Sir Terence 
0'Connor’s speech, to which they looked forward, would 
reflect the versatility and learning of the Law Officers of 
the Crown. The accountancy profession was not unfami- 
liar with those enviable talents of the Law Officers of the 
Crown who, aided by the skill of Parliamentary drafts- 
men, had produced for their guidance such enlightening 
and, some of them might wrongly think in regard to their 
profession, such lucrative legislation as, say, the Income 
Tax laws. (Laughter.) 

They might perhaps be permitted to consider whether 
the Solicitor-General, when it fell to him to defend before 
His Majesty’s Judges, the handiwork of his predecessors 
or possibly of himself, as adopted by Parliament, might 
eel like Robert Browning in regard to some of his poetry, 
that only two people had known what it meant—-God 
and Robert Browning—and now God only knew. 
(Laughter.) They welcomed Sir Terence both as a member 
of His Majesty’s Government and as one of the senior 
members of that profession which was the exact comple- 
ment of their own, since their function was to listen, 
whereas the function of Sir Terence’s profession was 
tospeak. (Cheers.) 

Sir Terence O’Connor, K.C., M.P., His Majesty's 
Slicitor-General, said that he rose on behalf of the 
guests, to express their thanks to Mr. Percy Toothill 
for the very cordial and gracious way in which this toast 
tad been proposed, and on behalf of the majority to 
‘xpress the deep gratitude that they felt for the amazing 
hospitality of which they had been the recipients that 
evening, 


The Secretary of the Society had been good enough, 
order to terrify him, to send him a list of the guests 
that evening on whose behalf it was his privilege to 
spond, and looking at that galaxy of distinction, he 
‘ound it extremely difficult to imagine why he had been 
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selected for so important a task. He could think of 
but one reason at that moment, and that was that 
perhaps he could be relied upon to be brief, partly 
because he knew that it was necessary to be brief as 
their entertainment was designed to finish in a little 
over five minutes’ time, but also because it was an 
occasion upon which he was using his oratory unpaid. 
(Laughter.) Therefore he was tempted to use the 
briefest of all after-dinner speeches—also made _ in 
response to a toast of “‘ The Guests ’’—when Charles 
Lamb who, as his habit was, had dined not wisely but 
too well, rose to respond, was overcome with the com- 
bined effects of wine and emotion and succumbed after 
uttering only the word “ Gentlemen.”’ (Laughter.) The 
speech was a valuable precedent, because it was also, as 
his biographer told them, a great success, for the reason 
that his listeners were gratified and proud to be thus 
addressed by so distinguished a man. (Laughter.) 

Sir Terence said that since he had been there that 
evening he had recognised other reasons why he had 
been chosen to respond. In the first place, their Presi- 
dent had taken the opportunity of demonstrating the 
supremacy of accountancy over the law when he said in 
a pregnant sentence that his profession kept abreast of 
the changes in the law. He (Sir Terence) wished he 
could say that himself. (Laughter.) In another sentence, 
also of pregnant exactitude, Mr. Holman referred to 
His Majesty’s Government as a machine, and he gathered 
that he himself was a bit of the machine which it was the 
duty of the profession of accountancy to offset. 
(Laughter. ) 


If he really attempted to fulfil his task he would need 
to try to expound the feelings that must be animating 
the breasts of the many distinguished guests who were 
there that evening. He would attempt the versatility, 
for example, of the Warden of New College—his old 
Warden, who was sitting too far away from him; he 
would attempt somewhat the judicial wisdom of Lord 
Roche ; he might try a professional operation on the 
part of the Solicitor for the Inland Revenue Department, 
Sir John Shaw, who no doubt was excited at the presence 
of so many victims ; he might respond and emulate the 
sentiments of the Chief Registrar of Friendly Societies, 
or perhaps, as he looked around him and surveyed the 
scene, the gloomy apprehensions of the Official Receiver. 
(lLaughter.) But he abandoned the unequal task and 
concentrated on the much simpler and _ single-minded 
task of expressing the uniform thought that was in the 
mind of all their guests. That was of gratitude for their 
hospitality and of gratitude not less for the short speeches 
to which his own would be no exception, and for the 
excellent speeches to which his own would be the 
exception. If, without fulsomeness, he might say so, 
he had been contemplating with gratitude the fact that 
his predecessors who had spoken were not competitors 
with him in the profession of the Law. And might he 
say, most of all did he feel that sense of satisfaction when 
he remembered the graceful, charming speech addressed 
to them by His Royal Highness. (Cheers.) 

On behalf of all the guests, he thanked the Society for 
a perfect evening’s entertainment. (Cheers.) 


The guests and members present ave shown on pages 
266 to 268. 
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AIR RAID PRECAUTIONS 


The initial letters A.R.P. have not yet found their 
way into the appendix of the dictionary devoted to 
abbreviations. But that is only because the dic- 
tionary has become out-of-date. In a brief space of 
time these initials have become a part—unfortunately 
a large and growing part—of our everyday vocabu- 
lary. And they have assumed an especial importance 
in the accountant’s sphere of interest. His clients 
are beginning to devote significant sums to air raid 
precautions and it is a practical certainty that these 
outlays will increase. So far, this type of expenditure 
has been entirely voluntary on the part of owners of 
property and employers of labour. Many, never- 
theless, have incurred substantial expense and many 
more have plans in hand. But the scale of A.R.P. 
expenditure already incurred or planned is out of all 
proportion to that which will shortly be imposed on 
industrialists and property owners by the legislature. 
The Civic Defence Bill, which was introduced into 
the House of Commons during March, may undergo 
some modification as it develops into law but its basic 
principles are unlikely to be changed. And one of 
these principles is that the owner of property and 
employer of labour, with some exceptions, are liable 
for the protection of workpeople against air raid 
risks. 

The Bill provides that occupiers of factories, 
owners of mines and owners of commercial buildings, 
if their property is situate within areas to be zoned 
by the authorities as vulnerable, and if the number 
of employees is more than fifty, shall provide air- 
raid shelter of a specified type within a given period. 
The Treasury will make a grant towards the work 
equivalent to the standard rate of income-tax on the 
capital sum expended, within limits to be prescribed. 
Thus for expenditure falling within the limit, just 
over a quarter of the cost will be recoverable out of 
the Exchequer and nearly three-quarters will fall 
upon the property owner or employer. In the case 
of commercial buildings, since the owner will be 
allowed to pass on his expenditure to the occupier 
by way of an increase in rent, spread over ten years 
in equal annual instalments, the financial burden will 
be borne by the occupier. The same proportionate 


grant will be due in cases where air raid shelter is 
provided for workpeople, though not required by the 
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compulsory provisions of the Bill, and the correspond- 
ing proportionate burden will lie on the shoulders 
of the owner or employer who voluntarily undertakes 
the protection of employees. 

It is estimated that the cost of providing shelter 
will be about £4 per head on the average and that 
the Exchequer grant will total £8 million. Thus the 
expenditure borne out of private funds, and excluding 
expenditure by railways and public utilities, wil) 
amount to an estimated total of £21 million. This 
sum will be increased by the costs of training and 
equipping employees in fire-fighting, first-aid and 
anti-gas measures—an obligation which is placed 
upon the employer of more than fifty persons in a 
factory, mine or commercial building whatever its 
location. Such are the sacrifices which Mars exacts 
from those who are by necessity his votaries. 

The accountant will no doubt be required to 
undertake duties for his clients in obtaining re- 
imbursement of sums due from the Treasury under 
this legislation. Other parts of the Bill, dealing with 
the A.R.P. measures to be put in hand by public 
utilities, the duties placed on industrialists to obscure 
lights and to camouflage buildings in the event of 
war and the special steps to be taken by hospitals— 
obligations which all attract grants at specified but 
different rates—will cause a further demand for the 
accountant’s services. 

The reason for the adoption of the grant method, 
and not the easier method of reduction of income- 
tax, is plain. Expenditure on the shelters contem- 
plated under the Bill is capital expenditure. It 
would conflict with the rigid distinction between 
capital and revenue expenditure—a distinction funda- 
mental to accountancy and income-tax practice—if 
these outlays were allowed as deductible expenses. 
Moreover, this would be an inequitable procedure 
since it would only be of help in cases where profits 
were being made and in any case the relief would be 
delayed for some considerable time after the expendi- 
ture is incurred. 

Apart from this major case of expenditure, which 
will be governed by statute, the accountant is con- 
cerned with other A.R.P. expenses incurred by his 
clients. In considering whether these are allowable 
as deductible expenses for income-tax purposes the 
deciding factor is again whether the expenditure is on 
capital or revenue account. It has been officially 
announced that such items as the following at 
deductible : simply constructed trenches and sandbag 
ramparts, civilian and service gas masks, protective 
clothing and training for staff engaged on A.R.P., 
wire-netting for covering windows, fixtures and fittings 
required only for emergencies—such as steel shutters 
to windows or timber frames to provide air-locks at 
doors—and first aid and decontamination equipment. 
It is regrettable indeed that these new-fangled types 
of expenses are necessary but it behoves the accoul 
tant to obtain the benefit in his client’s income-taX 
assessments wherever possible. 
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Penalties Under the Income Tax Law 


The income tax laws impose penalties for different 
acts and omissions interfering with the collection of 
income tax. Penalties are not fines, though they are 
like fines in being imposed with the intention of 
causing the law to be obeyed. Yet the legal position 
is that a debt is established, not a crime committed, 
when a penalty is incurred. Penalties are of two 
kinds. Some may be recovered by anyone who will 
sue for them and such a person is described as a 
common informer. The penalties under the Sunday 
Observance Act, 1780, are an example. The majority 
of the penalties now surviving—of which income 
tax penalties are perhaps the most important—can, 
however, only be recovered by the Attorney-General 
suing on behalf of the Crown. 

The main thing to recognise, accordingly, is this : 
that penalties are not fines, but debts created by 
statute in defined circumstances for the benefit of 
the Crown. Income tax law does impose criminal 
punishments for frauds on the revenue, but they 
are distinct from penalties. 


Control over the recovery of penalties is reserved 
to the Commissioners of Inland Revenue, who use 
the scheme of penalties as a means for ensuring that 
tax is properly collected. No proceedings may be 
started except by order of the Commissioners (Income 
Tax Act, 1918, s. 221), and proceedings are taken 
in the name of one of their officers—an income 
tax inspector—or of the Attorney-General. Proceed- 
ings may be taken in the High Court unless the 
section of the Act imposing the penalty excludes its 
jurisdiction, and costs, of course, will be recovered. 
The action is brought in the King’s Bench Division 
(Act of 1918, s. 235), and instead of being started 
by a writ of summons, like an ordinary action for 
debt, it is started by a writ of subpoena and is known 
as an “‘information.”’ The chief advantage of an 
information is that the judgment may be enforced 
by imprisonment very easily. Before judgment can 
be entered for the Crown proof must be given that 
the penalty has been incurred. 


As an alternative, proceedings may be taken before 
the General Commissioners. They have jurisdiction 
where the penalty is £20 or less, or where it is larger 
but may be added to the assessment. The case is 
brought before the Commissioners by an information 
in writing, on which the Commissioners issue a 
summons to the defendant. They hear the evidence, 
decide whether the penalty has been incurred and 
give judgment—not necessarily for the full penalty, 
for they are authorised to mitigate it. The High 
Court could not do this, but would be compelled to 


enter judgment for the full amount (Lord Advocate 
v. McLaren (1905) 5 T.C. 110); the Commissioners 
or the Treasury may, however, remit or mitigate 
penalties, after judgment. The Commissioners make 
a supplementary assessment for the penalty, and it 
is recovered like ordinary tax—primarily by distress, 
but if there is no sufficient distress then by imprison- 
ment. A supplementary assessment is the machinery 
by which the Commissioners give effect not only to 
fixed penalties, but to surcharges and treble rates of 
tax imposed as a penalty (Income Tax Act, 1918, 
s. 130). By a very important provision, the decision 
of the Commissioners is always conclusive, and 
cannot be questioned by any Court of Law (Act 
of 1918, s. 221). Where an increased rate of tax 
is imposed as a penalty, or part of a penalty, the 
increased tax and any fixed sum levied with it may be 
added to the assessment, and recovered in the same 
way as ordinary tax. (Act of 1918, s. 223). This 
appears to include a penalty for which judgment has 
been entered in the High Court, as well as a penalty 
recovered before the Commissioners. 


All proceedings for penalties must be brought 
within six years from the date when the penalty 
was incurred, and the Commissioners of Inland 
Revenue have complete control over the initiation 
of proceedings for penalties. 


The penalties imposed by the Acts are very 
numerous, and are not uniform either in amount 
or in other respects. There are three classes of 
penalties. The first is where officers, who administer 
the income tax, fail to perform necessary duties or 
are guilty of dishonest conduct. The second is 
where other public officers refuse to assist in the 
administration of the income tax when the Act 
requires them to do so, for example, by failing to 
produce the rate book. These two classes of penalties 
do not concern us. The third and most important 
type of case is that where a penalty is imposed on the 
taxpayer. This is done for various reasons, sometimes 
for fraud, when the penalty is, of course, an alternative 
to a criminal prosecution, and sometimes for mere 
carelessness, such as forgetting to send in a return 
by the proper time or making an inaccurate return 
(A.-G. v. Till (1910) A.C. 50). There is no space 
to refer to all the penalties, but a few cases of special 
importance may be noticed. Section 30 of the 
Income Tax Act, 1918, penalizes fraudulent claims 
for allowances or deductions. Three forms of mis- 
conduct are mentioned. The first is any fraud or trick 
in making a claim. Fraud means some act of deceit 
with the object of obtaining an allowance. The second 
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and third forms of misconduct are only special cases 
of frauds. The second is an untrue statement or 
dishonest concealment of the amount of the claimant’s 
income, or of the sums he has paid to another person 
under deduction of tax. The third is a fraudulent 
second claim for the same allowance; but the 
second claim must be dishonest, not, for instance, 
sent under the impression that the first claim has 
been overlooked. The penalty under s. 30 is the 
same in every case—{20, and three times the tax 
chargeable on the claimant’s whole income as if the 
claim had not been allowed. Part of the penalty 
being an increased rate of tax, it may be added to 
the assessment, and the case may be brought before 
the Commissioners though more than £20 is involved. 
By s. 30 (2), as amended by s. 23 of the Finance 
Act, 1923, a person who assists in the making of a 
fraudulent claim contrary to the section is liable 
to a penalty of £500. An accountant who made 
false statements in preparing a claim for allowances 
would incur this penalty. 


Two other important sections are designed to 
secure that the procedure for making returns and 
making correct assessments shall operate smoothly. 
Innumerable penalties are imposed for this purpose, 
but those of the most practical importance are 
under s. 107 and s. 139 of the Income Tax Act of 
1918. By s. 107, a person who is required to make 
a return of his income, either by a particular notice 
addressed to him, or by a general notice affixed 
to a church door and addressed to all persons liable 
to tax, incurs a penalty of £20 and three times the 
tax he is liable to if he fails to make his return within 
the proper time or makes it inaccurately. 


Section 139 of the 1918 Act relates to appeals 
against assessments made by the additional Com- 
missioners and is important because it is the only 
legal means by which a trader can be compelled to 
produce accounts. The General Commissioners may 
issue a ‘‘ precept ’’ requiring a “schedule of par- 
ticulars ’ to be delivered to them within a certain 
time. The precept may call for details of the appel- 
lant’s property, his trade, profession, employment 
or vocation, the amount of his profits (showing 
separately the amount received from every source) 
and, finally, all deductions .made in arriving at the 
profits. Further precepts may be issued if the 
particulars are not satisfactory, and the Inspector 
of Taxes may examine all the information delivered 
to the Commissioners. The penalty for default is 
£20, and three times the tax that ought to be charged. 
Section 140 remits the penalty where a mistake is 
discovered after the delivery of particulars and is 
rectified without delay. Further, proceedings cannot 
be commenced after the particulars have been 
sent in, though they are out of time. There are 


‘also further concessions, for, in case of difficulty, 
the Commissioners may extend the time for delivering 
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the particulars. Finally the Commissioners may, 
on proof that there was no intention to defraud 
the revenue or evade tax, stay proceedings started 
before them, but costs may be ordered to be paid, 
If proceedings have been started before a court of 
law, the General Commissioners may certify that ny 
fraud or evasion was intended, and the Court may 
then stay the proceedings, but cannot do so without 
this certificate. 

The case of Attorney-General v. Canter, in which 
Mr. Justice Lawrence decided that executors ar 
liable for penalties, and which has now been affirmed 
by the Court of Appeal, is of such importance that 
it is necessary to add a note on its effect, and, no 
less important, to refer to its limitations. Before 
1934, liability to a penalty died with the person 
liable, unless the taxpayer had agreed to compromis: 
the claim by payment of a sum of money to the revenue. 
In that case the obligation would change into 4 
contract and survive the tax-payer’s death (A ttorney- 
General v. Midland Bank Executor & Trustee Co. 
(1934) 19 Tax Cases 136). By the Law Reform 
(Miscellaneous Provisions) Act, 1934, all causes of 
action were to survive the death of the person liable 
and to be enforceable against his representatives. 
This Act was introduced on the recommendation 
of the Law Revision Committee to alter a rule of the 
English common law—actio personalis moritur cum 
persona—according to which the right to recover 
damages for torts did not survive death, and it was 
introduced chiefly with reference to motor-accidents. 
The Inland Revenue claimed that the expression 
“causes of action’’ was wide enough to include 
income tax penalties. The testator in the case of 
Attorney-General v. Canter had incurred penalties o! 
about £3,000 for fraudulent claims, under the Income 
Tax Act, 1918, s. 30. The Attorney-General claimed 
to recover these penalties from the executrix under 
the Act of 1934. Both the High Court and the 
Court of Appeal decided that the Act causes al 
rights of action to survive and that actions for 
penalties cannot be excluded from the expression 
‘causes of action.” The liability was discovered 
by investigation of the affidavit sent by the widow 
to the Estate Duty Office, who, it therefore appeals, 
will assist the Income Tax Department in detecting 
frauds. If a taxpayer suppresses any of his invest: 
ments in making his claims, it is almost certail 
that the position will be discovered after his death 
and the estate may be liable to large penalties. 

The principal limitation of the decision is this 
Some penalties may be recovered either before the 
Commissioners or in the High Court. Other penalties 
e.g. under s. 146 (2) of the Act of 1918, can onl 
be recovered before the General Commissioner 
The Master of the Rolls said, in delivering the jud* 


ar 

; 

. 

‘ 

4 

os a 

_ 

* 

r 

*. 

: 

; 

’ 

/ 

‘ 

‘ 
; 

° 
( 
; 
: 
i ee 
a. 
Y 
ae 


il, 1939 


5 May, 
lefraud 
started 
€ paid. 
ourt of 
that no 
rt may 
without 


| which 
ors are 
ffirmed 
ce that 
and, no 
Before 
person 
promise 
evenue. 
into a 
ttorney- 
stee Co. 
Reform 
uses ol 
n liable 
itatives. 
ndation 
e of the 
tur cum 
recover 
1 it was 
cidents. 
pression 
include 
case of 
alties of 
Income 
claimed 
x under 
and. the 
uses all 
ions for 
pression 
scovered 
>» widow 
appeals, 
letecting 
; invest- 
certail 


Ss death, 


es. 
is this 


fore the 


enalties 
‘an onl\ 
ssioners 


he judg- 


April, 1939 


ment of the Court of Appeal, that the only right 
made to survive against the estate is the right to 
sue in the High Court ; executors cannot be sum- 
moned before the General Commissioners. In one 
way this is more serious for the personal representa- 
tives, because the High Court must give judgment 
for the full penalty, though the Commissioners or 
the Treasury may remit the penalty after judgment. 


To avoid misunderstanding, it must be added 
that executors may incur penalties by their own act 
or default, for instance if they make a fraudulent 
claim themselves. This is distinct from any liability 
for penalties due from the testator. 


TAXATION NOTES 


Allowable Expenses 


The report of Hughes v. Bank of New Zealand 
(1938, A.C. 366) is worthy of very careful study, as 
the decision of the House of Lords on the secondary 
point in the case may have wider significance than 
might appear at first sight. The bank was admittedly 
non-resident, but assessable under Case I on profits 
arising at the London branch. Included in the income 
of the branch were items of interest from War Loan 
and certain other stocks exempted from tax in the 
hands of persons not resident or not ordinarily resident 
in the United Kingdom, and it was held that though 
these accrued to the branch, they were exempt owing 
to the bank being not resident. The Crown con- 
tended that if these credits fell to be excluded, the 
proportion of the expenses debited which was attribut- 
able to the cost of obtaining the money used in earning 
the items excluded, must also be excluded. Their 
Lordships pointed out, however, that there was no 
statutory provision in support of the contention of 
the Crown. Rule 3 of the Rules applicable to Cases I 
and II of Schedule D says : 

“In computing the amount of any profits or gains 
to be charged, no sum shall be deducted in respect of 
(4) any disbursements or expenses, not being money 
wholly and exclusively laid out or expended for the 
purposes of the trade. .. .”’ 


When this is turned into positive form it is seen 
that as the investments in question were part of the 
business of the bank’s trade, expenses connected 
with them were wholly and exclusively laid out for 
the purposes of the trade. 

“Expenditure in course of the trade which is 
unremunerative is none the less a proper deduction, 
if wholly and exclusively made for the purposes of 
the trade. It does not require the presence of a 
receipt on the credit side to justify the deduction 
ofan expense.” (Lord Thankerton, in delivering the 


Judgment of the House.) 


This judgment should remove many doubts as to 
whether or not certain expenses can be deducted. 
In the case of the National Defence Contribution, 
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doubts have been raised as to the admissibility of 
expenditure such as debenture interest where invest- 
ment income is excluded; these doubts should be 
set at rest by Lord Thankerton’s remarks. Other 
applications will no doubt suggest themselves to 
readers. 


Annual Payments 


It cannot be emphasised too often that assessments 
under General Rule 21 can only arise where the 
income brought into charge to tax is less than the 
amount of the annual payments for the same year 
of assessment. Where the income brought into charge 
to tax is more than the annual payments, the position 
is covered by General Rule 19. By “ income brought 
into charge to tax’ is meant the total of all income 
received under deduction of tax plus the assessments 
under all schedules for the year of assessment. In 
this connection it is well to bear in mind that assess- 
ments under Schedule D, Cases I and II, are the 
amounts remaining after deducting wear and tear 
allowances (including balances brought forward) and 
losses brought forward ; assessments under Schedule 
A are the amounts remaining after deducting any 
amount on which repayment has been made under a 
maintenance claim; assessments under Schedule B 
are the amounts remaining after adjustment of a 
claim under Rule 6, and so on. A General Rule 21 
assessment can be well described as an additional 
assessment raised to bring the total income on which 
tax is charged, by deduction or direct assessment, up 
to the amount of the annual payments. 


Assume that an individual has the following income 
for 1938-39 : 


Schedule A, net annual value of house 80 
x B, assessable value of farm, 
£500, reduced by claim under Rule 6 

to actual eet ii ia ox 250) 


Schedule D, Case II, preceding year's 
profits see es £2,000 
Less Wear and Tear was a 400 


1,600 
Less Loss brought forward under 
sect. 33, Finance Act, 1926 —_ 1,900 Nil 


Case IV, preceding year’s income 
arising from foreign securities asi 300 


Schedule E, wife’s directors’ fees, pre- 
ceding year ... sas jee owe 500, 


Dividends of wife and self ... ana 3,000 


Income brought into charge to tax £4,130 


Should his annual payments not exceed /4,130, 
General Rule 19 is applicable—e.g., if the annual 
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payments are £3,500, that amount of his income 
must be kept in charge at the standard rate, only the 
balance of {630 being available for personal and similar 
allowances. 

If, however, the annual payments are over £4,130, 
an additional assessment must be raised under 
General Rule 21 on the excess, but General Rule 19 
applies up to £4,130. In this case he has no income 
of his own; it is all made for the persons to whom 
he makes the annual payments, and he cannot, 
therefore, obtain personal or similar allowances. 

It is also important to note that payments under 
Rule 21 must have tax deducted at the rate in force 
when the payments are made. 


Dividends or Directors’ Fees? 

In the case of private companies, it is a well-known 
device where the directors are the only shareholders, 
to declare fees which exactly absorb the profits, 
thus ensuring the maximum earned income relief. 
In the early years, however, this expedient should be 
used with discretion, as will be seen from the following 
illustration :— 

A and B were in partnership, sharing profits 
cqually. On January |, 1937, they transferred the 
business to a private company in consideration of 
shares. The adjusted profits (before charging any 
directors’ fees) of the year to December 31, 1937, 
were £1,500 and those for the year to December 31, 
1938, were £2,000. Neither partner had any other 
income. The comparative assessments for the first 
three years would be as follows : 


No Directors’ Whole Profit 
Fees declared declared in fees 
Sch. Don Company Sch. FE on Directors 


1936-37 {375 oh {375 
1937-38 1,5 is 1,625 
1938-39 1,500 1,625 


It would therefore be more favourable to declare 
no fees in the first year, but thereafter to divide all 
profits, as fees, with the following results :— 


Sch. D Sch. E 
1936-37 £375 
1937-38 £1,500 reduced under £500 
S. 15, F.A. 
1930 to £1,125. 
1938-39 £1,500 but do. to nil. £500 


In 1936-37 and 1937-38 dividends could be declared 
to absorb the personal allowances. The illustration 


Next month's issue of ACCOUNTANCY will contain the 
complete revised list of official rates for wear and tear. 
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indicates the necessity of viewing the effect thai 
advice will have on the income tax liability before 
proffering suggestions to clients. 


Settled Property—Succession Duty 

Succession duty is imposed, not only, as is some- 
times thought, on real and leasehold property ty 
which a person succeeds on a death, but also on any 
benefit attributable to a death where the benefit does 
not attract legacy duty. Thus, any property passing 
under a settlement tnter vivos or accruing by survivor. 
ship on the death of joint owners, attracts succession 
duty. It is helpful to realise that, as soon as the 
disposition is made, succession duty is imposed, and 
becomes a charge on property settled to pass on a 
death. The duty is not payable, however, until the 
death occurs ; it can be compared to a floating charge 
which crystallises on the death. 


“ec 


The term “succession ’’ means not the act of 
succeeding to property, but the property or any 
interest in property which is chargeable with succes- 
sion duty. The rate of duty is determined by the 
relationship between the predecessor and the suc. 
cessor. The principle mentioned above assists in 
determining who is the predecessor from whom the 
succession is derived, for example, if during his life- 
time A settles property on B for life, then on C for 
life, then on D, succession duty “ hovers over ”’ the 
property from the date of the settlement, and A is 
the predecessor ; no duty is payable, however, until 
the property passes on a death. On B's death, 
C is the successor, and on C’s death D is the successor. 
The rate of duty on each death is determined by the 
relationship of the successor to A. 


Budget day this year is April 25. 


RECENT LEGAL CASES 


The following recent legal cases are dealt with | 
in this issue :— 


| 

Case Page | 

Attorney-General v. Canter ... si ... 248 H 
Hughes v. Bank of New Zealand ... .. 2d | 


Prendergast v. Cameron ‘an axe 
Lowry v. Consolidated African Selection 

Trust, Ltd. ase sen ... 25 | 
Newhbarn’s Syndicate v. Hay isn | 
J. Scammell & Nephew, Lid., v. Rowles ... 252 
United Steel Companies, Ltd., v. Cullington 252 | 


Re Cowlishaw si as | 
Re Edgar, Cohen v. Edgar .. - 253 | 
Re Horrocks, deceased—Taylor v. Kershaw 254 | 
Re a Debtor, No. 1035 0f 1938... ... 254 | 
Re a Debtor, No. 946 of 1926 ie 255 | 
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Recent Tax Cases 


By F. HEYWORTH TALBOT and R. A. FURTADO, Barristers-at-Law 


Payment by Company to director in consideration of 
his refraining from resigning——-Taxable under Schedule 
a. 

In Prendergast v. Cameron (January 23, 1939, Tax 
Leaflet 1005) the Court of Appeal decided a point 
of some interest arising under Schedule E. The 
respondent, having been for many years a director of 
a company, informed his co-directors of his intention 
of resigning. They wrote him a letter requesting 
him not to serve notice of resignation and saying 
that the company, in consideration of his acceding 
to this request, would pay him a sum of £45,000. 
Shortly afterwards the company executed a deed 
whereby they agreed to pay two sums of £35,000 
and £10,000 for the consideration expressed in the 
letter. The respondent continued in office at a 
reduced salary. He was assessed to tax under 
Schedule E in respect of the sum received under the 
deed, as a profit from his office of director. On appeal, 
the Court of Appeal held (the Master of the Rolls 
dissenting) that the sum arose from the office of 
director and was properly assessable under Schedule 
I. The Master of the Rolls was of the view that the 
payment was simply in consideration of the with- 
holding of the resignation and, as it imposed no 
obligation to continue in office, was not a reward for 
services and did not arise from the employment. 
Finlay, L.J., construing the arrangement more 
broadly, held that the payment was made to retain 
the respondent in office and was taxable. Luxmore, 
|..J., held that it was immaterial whether the pay- 
ment was described as consideration for withholding 
resignation, or for continuing in office, since the 
lormer necessarily involved the latter. Leave to 
appeal to the House of Lords was granted. It will 
be noticed that the absence of any agreement to 
continue in service for any definite period would not 
allect the decision. The case should be compared 
with Henry v. Foster (16 T.C. 605), where a director 
was entitled, under the company’s Articles, to a 
lump sum on retirement. It was held that this, 
although described as ‘‘ compensation for loss of 
office,” was really deferred remuneration for services 
and was a profit from the office, notwithstanding 
that the office had ceased when it was paid. But a 


voluntary payment made on retirement as a gift is 
not taxable, unless it falls within Section 17 of the 
Finance Act, 1932, relating to voluntary pensions. 
lhe present case is distinguishable from Hunter v. 
Dewhurst (16 T.C. 605), where a director, being 
entitled under the Articles to a lump sum on retire- 
ment, while continuing in office waived this claim 


in consideration of an immediate payment. It was 
there held that in the special circumstances of the 
case the payment was not assessable, being paid for 
the release of a contingent liability under the contract 
of employment, and consequently not arising as an 
emolument for services in the course of the employ- 
ment. 


. 


Schedule D--Employees given privilege of subscribing 
for shares at par--Excess of market value over par 
value allowable as deduction in computing profits. 


The decision in Lowry v. Consolidated African 
Selection Trust, Ltd., noted on page 136 of the January 
issue of ACCOUNTANCY, has been reversed in the Court 
of Appeal (February I, 1939, Tax Leaflet 1008). 
The company, which had remunerated certain em- 
ployees by issuing to them at par a number of its 
ordinary shares which were valued at a considerably 
higher figure, claimed a deduction in computing its 
profits for Schedule D of a sum equal to the difference 
between the par and the market value of the shares 
so issued. The Court of Appeal decided that the 
company were entitled to the allowance claimed. 
The judgment proceeded on the footing that the 
company, in its unissued share:, had a_ valuable 
right which, by issuing the shares to the public, it 
could have converted into cash. By issuing them to 
the employees at par, and allowing them to keep the 
premium, it had rewarded the employees by giving 
them money’s worth. Just as a taxpayer who 
receives money’s worth is treated as receiving money, 
so a taxpayer who pays remuneration in money's 
worth should be treated as having expended money. 
The circumstances of this case were unusual, but it 
seems to follow from the decision that, wherever an 
employer remunerates an employee in kind, the 
employer is to be treated as having expended, not 
the cost to him of the property or goods handed over, 
but their market value. The Court, however, declined 
to affirm the broader proposition that any receipt 
forgone is to be treated as money expended. The 
basis of the decision was that the company had parted 
with money’s worth in remuneration, and not that it 
had forgone a possible receipt. One argument 
advanced by the Crown was that the premiums on 
the shares, if they had been received by the company, 
would have been non-taxable receipts, so that the 
remuneration, if paid at all, was paid out of capital. 
But, as was pointed out by the Master of the Rolls, 
remuneration is by its nature a revenue disbursement, 
no matter out of what funds it be paid 
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Schedule D—-Syndicate dealing in land—Executor of 
member—-Whether subsequent sales are trading or 
realisation of assets. 

In Newbarn’s Syndicate v. Hay (January 26, 1939, 
‘Tax Leaflet 1006), the appellants were a syndicate 
consisting originally of four members, formed for the 
purpose of purchasing land for resale. This con- 
stituted a trade, the profits from which were taxable 
under Schedule D. In 1921 one of the members died 
insolvent and his executor did not require a realisation 
of the partnership assets, which were accordingly 


retained for sale when opportunity should offer. ° 


Annual meetings of the syndicate were held, at which 
the executor was present, and part of the land was 
sold in 1930. On an appeal against an assessment 
under Schedule D in respect of the profit from the 
sale, the syndicate argued that the sale was a realisa- 
tion of the partnership assets and that they were not 
continuing to trade, since that would have involved 
«au new agreement between themselves and_ the 
executor. The Court of Appeal decided that in the 
circumstances there was sufficient evidence that the 
executor had agreed to a continuance of the trade, 
having regard to the facts (1) that he did not require 
a realisation of the partnership assets, (2) that he 
took a part in the affairs of the syndicate, which, if 
there had been a mere realisation, he would not have 
been entitled to do, and (3) that the arrangement 
had continued for 10 years since the death. The 
question whether the executor of a trader who sells 
assets is himself trading, or is merely realising the 
estate and so incurring no liability to tax upon the 
profits from the sale, is one of fact ; if, as is usually 
the case, the facts are consistent with either state 
of affairs, the onus is on the Crown of proving that 
the executor is trading. In Cohan’s Executors v. 
Commissioners of Inland Revenue (12 T.C. 602) the 
executor of a dealer in ships sold a ship which was 
in course of construction at the date of the death. 
{t was held that he was not carrying on a trade, 
there being nothing to differentiate his actions from 
those of an executor who is merely realising the estate. 
Where the deceased was in partnership, then if the 
executor requires the surviving partners to realise 
and pay out the deceased’s share, the executor is 
not trading (Marshall's Executors v. Joly, 20 T.C. 256) ; 
but if, as in the present case, the executor, instead of 
requiring a realisation, actually associates himself 
with the other partners in the sale, there is evidence 
that he has agreed to carry on the trade. In connec- 
tion with this case, it is to be remembered that 
Section 26 of the Finance Act, 1938, provides that 
where a trade is discontinued the value of unsold 
trading stock is to be taken into account as if it 
had been sold in the open market, unless the trade 
was carried on by a single individual and has ceased 
by reason of his death. 


April, 1939 


Deduction in estimating profits for Schedule D—Pay- 
ment by company to secure compromise—Basis of 
allowance. 

In J. Scammell & Nephew, Ltd. v. Rowles 
(January 30, 1939, Tax Leaflet 1007) the Court of 
Appeal affirmed the decision of Lawrence, J., noted 
in the December issue of ACCOUNTANCY (page 96), 
where the facts are briefly set out. The company 
claimed a deduction in computing its profits of certain 
sums paid under a compromise and the Com- 
missioners found that the compromise was effected, 
not for the purposes of the company’s trade, but to 
enable it to terminate a trading relationship which 
it found inconvenient with the minimum sacrifice 
of the balance of account resulting from that relation- 
ship. They therefore concluded that the payments 
were not wholly for the purposes of the trade and 
disallowed the deductions. The Court of Appeal 
decided that the main object of the company was not 
the determination of the relationship, but rather the 
securing to itself of payment of a balance due on a 
trading account and on that view the payment was 
obviously an allowable deduction. The Court then 
proceeded to discuss the Commissioners’ decision 
upon the basis that their finding that the main object 
was to terminate a disadvantageous trading relation- 
ship was correct. The Commissioners’ conclusion 
from this finding (that is, that the deduction was not 
allowable) was a non sequitur, since the expense of 
determining a trading relationship in order to avoid 
pecuniary losses or commercial disadvantages which 
might arise from it was just as much “ for the pur- 
poses of the trade’ as the expense of making and 
carrying into effect a trading agreement. The fact 
that the relationship was a “ trading ”’ relationship, 
moreover, prevented the expenditure being treated 
as capital. The case therefore falls into line with 
B. W. Noble, Ltd. v. Mitchell (11 T.C. 372), where it 
was held that expense incurred to secure the retire- 
ment of an undesirable director was an allowable 
deduction, and Anglo-Persian Oil Co. v. Dale (16 T.C. 
253), where a payment made to terminate a dis- 
advantageous agency agreement was held to be 
allowable. An interesting feature of the present 
case is that part of the sum paid under the com- 
promise was paid to induce a third party to withdraw 
a slander action. This individual’s consent, and the 
withdrawal of the action, were necessary to the com- 
promise, and the payment to him was _ therefore 
directly connected with the determination of the 
trading relationship and was an allowable deduction. 


Schedule D—Succession to trade—Whether successor 1s 
entitled to carry-forward of wear and tear allowance 
and losses of predecessor. 

The important case of United Steel Companies, Lid. 
v. Cullington, briefly noted in the December number 
of AccouNTANCY (page 96), has now been considered 
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by the Court of Appeal (February 10, 1939, Tax 
Leaflet 1009). The Crown appealed against the 
decision of Lawrence, J., to the effect that the 
company, which had “ succeeded to the trade’’ of 
two other companies within Rule 11 of Cases I and II 
of Schedule D (as amended by the Finance Act, 1926), 
was entitled to the accumulated wear and tear 
allowances to which the predecessor companies had 
been entitled at the date of the succession. The 
company also appealed against the decision that they 
were not entitled to the carry-forward of losses to 
which the predecessors had been entitled under 
Section 33 of the Finance Act, 1926. The Court of 
Appeal, allowing the Crown's appeal, held that under 
the terms of Section 32 of the Finance Act, 1926 


Legal 


Executorship Law and Trusts 
Will--Gift of annuity “ free of all duties, to be paid 
free of all deductions’ -Held payable free of income 
lax. 

An agreement inter vivos to pay an annuity free 
of income tax is void but in order to obtain the 
desired result it can be agreed to pay such an amount 
yearly as, after deducting income tax at the standard 
rate, will amount to the agreed sum. Whether an 
annuity given by the testator in a will is free of income 
tax is, however, a question of construction. The 
principles applicable were enunciated by Warrington, 
L.J., in re Shrewsbury Estate Acts (1924, 1 Ch. 315) 
as follows: (1) a mere gift of a “ clear annuity ”’ or 
an annuity “‘ clear of all deductions ”’ is not sufficient 
to discharge the annuitant of liability to pay tax on 
his own income ; (2) the question is one purely of 
construction of the particular will and if there appears 
a clear intention that income tax should be included 
in the expression “ deductions,” then it will be so 
interpreted ; for example, the words “ clear of all 
deductions for tax’’ will free the annuity from 
income tax. In the recent case of re Cowlishaw 
(1939, W.N. 74) Bennett, J., had to construe a will 
in which the testator bequeathed the following 
annuity “ free of all duties to commence from the 
date of my death—-to my wife an annuity of £900 
during her life to be paid free of all deductions what- 
soever.”” The question for determination was whether 
the annuity was payable to the widow free of income 
tax or subject to the deduction of such tax. It was 
argued that the only possible deductions were death 
duties and income tax and that, as the words “‘ free 
of all duties ” had already been used, it followed that 
the words “‘ free of all deductions ’”’ must mean “‘ free 
of income tax.”” This argument was accepted and it 
was held that the bequest was of an annuity payable 
'o the widow free of income tax. 


(which replaces the old Rule 11 of Cases I and II of 
Schedule D), a person who succeeds to a trade is not 
entitled to a carry-forward of the wear and tear 
allowance to which the predecessor would have been 
entitled. The cross-appeal of the company was 
dismissed on the ground that Section 33 of the 
Finance Act, 1926, in plain terms rules out any claim 
to a carry-forward of the losses of the predecessor. 
The Court also held that the fact that the “ succes- 
sion ’’ was the result of an order of Court made under 
Section 153 and 154 of the Companies Act, 1929, 
did not alter the decision, since the order of Court 
could not transfer to the company any rights of the 
kind claimed. The company’s application for leave 
to appeal to the House of Lords was granted. 


Notes 


Wills—Conditions void for public policy—Penalty for 
taking ‘“‘ Public Office’’—-Territorial forces. 

Whilst a condition which is against public policy 
is void, the tendency of the Courts has been to restrict 
within narrow limits the number of such conditions. 
One divesting the interest of a beneficiary if he 
enters the naval or military services of the Crown is 
clearly void. In the recent case of re Edgar, Cohen 
v. Edgar (1939, 1 All E.R. 635) the will in question 
provided that the sons of the testator should forfeit 
all interest under the will if they were to undertake 
any “ public office ’’ prior to 1943. The two sons 
wished to take commissions in the Territorial forces 
and the questions were raised (1) whether such a 
commission was a public office; (2) whether the 
provision in the will was void as contrary to public 
policy. In the will the only public office expressly 
mentioned was membership of Parliament. Various 
offices were referred to in argument, for example, an 
Air Raid Warden, a Special Constable, a District 
Councillor. Bennett, J., held that a commission in 
the Territorial forces was a public office, from which 
it followed that if either of the sons became a com- 
missioned Territorial officer he would be breaking 
the testator’s condition. He held, however, that the 
condition was void as being contrary to public policy ; 
the whole purpose of the condition was to compel 
the beneficiaries to put their own private interests in 
front of their public service. Furthermore, without 
expressing any view, there were grounds for suggesting 
that such a condition could be held void for 
uncertainty. 

Executors—Probate-—Omissions—‘‘ Charitable or bene- 
volent ’—No jurisdiction to delete a word tf the effect 
of the deletion is to alter the meaning of a clause. 

The Probate Court has a limited power to omit a 
word included in a will by clerical error, but it cannot 
substitute another word for the word omitted. In 
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re Horrocks, deceased~-Taylor v. Kershaw (55 T.L.R. 
444) the residue was left to trustees in trust “ for 
such charitable institution or institutions or other 
charitable or benevolent object or objects in Preston 
and district as my trustees may in their absolute 
discretion select.’’ Probate was granted in 1929, but 
in 1938 an application was made to the Probate Court 
to have the Probate corrected by the omission of the 
word “ or ”’ in the clause ‘‘ charitable or benevolent.”’ 
The reason for the application was that whilst 
‘ charitable or benevolent ”’ is clearly void for uncer- 
tainty, “ charitable and benevolent ” or “ charitable 
benevolent purposes’ would constitute a good 
charitable bequest. In the Probate Court it had 
been decreed that the will be varied by omitting the 
word “ or ’’ between “‘ charitable ”’ and ‘“‘ benevolent.”’ 
But the Court of Appeal overruled the decision of Sir 
Boyd Merriman, P., on the ground that there was 
no jurisdiction to omit the word “ or’’ because to 
do so would completely alter the meaning of the 
amended clause. The solicitor who drafted the will 
had given evidence that the use of the word “ or” 
was entirely due to a typist’s error either in the 
shorthand note or in the transcription. The Court 
of Appeal held that the evidence was not sufficient 
to be accepted. On that ground alone the appeal 
would have been allowed. But it was allowed also 
on legal grounds, namely, that the alteration was one 
which the Court had no jurisdiction to make. The 
fact that a testator or a draftsman was mistaken as 
to the legal effect of the language used was no ground 
for altering a will for the purpose of procuring the 
legal result desired ; the mistake of the testator or 
of his draftsman as to the legal effect of words was 
immaterial. The Court’s jurisdiction is confined to 
the exclusion of words, and does not include their 
insertion, which would be contrary to the provision 
of the Wills Act. The omission of the word “ or 
would alter the effect of the word “charitable ”’ 
which the testatrix must be taken to have intended 
to have its full significance. The effect would be 
the same as the insertion of a proviso that the dis- 
cretion of the trustees should not be exercised in 
favour of a charitable object unless that object was 
also benevolent, with the net result that on the one 
point on which the intentions of the testatrix were 
clearly expressed they would be defeated. It was 
held that the jurisdiction of the Probate Court did 
not extend to the making of an alteration having 
such a result. So to alter the will under the guise of 
omission would be equivalent to making a new will 
and on principle that was not permissible. The 
authorities were reviewed and they show that in 
cases where the Court had decreed probate with words 
‘omitted, the matter omitted was self-contained and 
the omission did not alter the sense of what remained. 
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Insolvency 
Estate of deceased insolvent—Creditor's Petition for 
administration in Bankruptcy under Bankruptcy Act, 
1914, Section 130 (2)—Bankruptcy Rules, 1915, Rule 
303— Court's jurisdiction. 

No order for the administration of the estate of 
a deceased debtor in bankruptcy can be obtained 
unless and until there is a legal personal representative 
of the deceased. Thus, if executors renounce probate 
and no one applies for letters of administration, 4 
deadlock arises. Unless he can obtain letters of 
administration a creditor has no remedy to secure part 
satisfaction of his claim. It has been held, however, 
in ve Sleet (1894, 2 QO.B. 797) that an order for 
administration in bankruptcy could be made when 
the petition was served on a person to whom letters 
of administration were granted after service of the 
petition but before it was heard. In re a Debtor, 
No. 1035 of 1938 (55 T.L.R. 501), Morton, J., upheld 
a decision of the Registrar who refused a petition of 
creditors under Section 130 of the Bankruptcy Act, 
1914, in which they alleged that the executor had 
renounced probate and that the deceased’s legal 
personal representative had not applied for letters 
of administration. Section 130 (2) reads “ upon the 
prescribed notice being given to the legal personal 
representative of the deceased debtor, the Court 
may, in the prescribed manner, upon proof of the 
petitioner’s debt, make an order for the administra- 
tion in bankruptcy of the deceased debtor’s estate.” 
Rule 303 of the Bankruptcy Rules, 1915, states: 
‘In any case in which an administration order under 
Section 130 of the Act has been made, and it appears 
to the Court on the report of the Official Receiver 
that no executor or legal personal representative 
exists, the account list and statement shall be made, 
verified and lodged by such person as, in the opinion 
of the Court, upon such report, may have taken 
upon himself the administration of, or may otherwise 
have intermeddled with, the property of the deceased 
or any part thereof.’’ The Order in this case was 
refused on the ground that the words “ upon the pre- 
scribed notice being given to the legal personal 
representative ”’ in Section 130 (2) precluded adminis- 
tration in bankruptcy until a legal personal repre- 
sentative had been appointed. But at the request 
of counsel, as the matter involved was important for 
all petitioning creditors, the Registrar referred the 
application to the Judge on a question of the con 
struction of Rule 303. The Court held (I) that 
Rule 303 was not enough to establish that the Court 
could make an order in the absence of a legal personal 
representative and that the rule was directed to 4 
case where there was an executor or legal personal 
representative at the date of making the order but 
where he had died after its date ; (2) that on the true 
construction of Section 130 the Court had no powe! 
to make an order until a legal personal representative 
had been constituted. 


. . ¥ ra fe = ae ite Pree ett i : CS an ge te ee 
= 
i : 
‘ 
: 
5 
¥ 
a 
y 
uy 
. 
: 
v 
' 
e); 
< 
{ 
; { 
{ 
‘ 
: ‘ 
4 


, 1939 


n for 
) Act, 
Rule 


ite of 
‘ained 
tative 
‘obate 
ion, a 
rs of 
€ part 
ever, 
© for 
when 
letters 
of the 
Debtor, 
ipheld 
ion of 
y Act, 
r had 
legal 
letters 
on the 
rsonal 
Court 
of the 
nistra- 
state.” 
states : 
unde! 
ppears 
ceiver 
itative 
made, 
pinion 
taken 
yerwise 
ceased 
se was 
he pre- 
ersonal 
{minis- 
repre- 
request 
ant for 
ed the 
ye Ccon- 
|) that 
» Court 
ersonal 
d toa 
ersonal 
jer but 
he true 


’ power 


ntative 


April, 1939 


Bankruptcy—Court’s jurisdiction under Bankruptcy 
Act, 1914, Section 108 (1) and Section 26 (8)—Dis- 
charge—Error in Order for payment from income 
for benefit of creditors—Jurisdiction to vary Order. 
One of the most useful reforms in the Bankruptcy 
Act, 1914, was contained in Section 26 (8), whereby 
a bankrupt’s discharge can be suspended or made 
subject to conditions. Section 108 (1) gives the 
Court power to review, rescind or vary any order 
wade by *. under its bankruptcy jurisdiction. In 
ea Debtor, No. 946 of 1926 (1939, 1 All E.R. 735), 
a debtor applied for his discharge. The order sus- 
pended his discharge for six months and contained 
the words “ without prejudice to any application or 
order made or to be made under the Bankruptcy 
Act, 1914, Section 51 (2).’’ Those words were 
inserted because of a pending application under 
Section 51 (2) for the payment of part of the bank- 
rupt’s salary to the trustee. Two days after the 
order suspending the bankrupt’s discharge for six 
months, the order under Section 51 (2) was granted. 
The order recited that the bankrupt’s salary was at 
least {2,500 per annum and that it appeared just and 
reasonable that the annual sum of £312, a portion 
of the salary, ought to be paid to the Official Receiver 
as trustee by monthly payments of £26 during the 
bankruptcy in order that the same might be applied 
in payment of the debts of the bankrupt. The 
Registrar had intended that the annual payments 
out of salary should be continued beyond the date of 
discharge, and also that after the bankrupt had dis- 
charged his income tax liability a further application 
would be made to have the monthly payment of £26 
increased, having regard to the amount of the bank- 
rupt’s means. For the first year after his discharge 
became effective, the bankrupt duly paid the £26 
per month to the trustee in accordance with the 
order. But he was advised that in view of the 
words in the order “‘ pay by monthly instalments 
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during the bankruptcy,’ he was under no obligation 
to continue such payments to the trustee. The 
repayment was claimed of the payments made since 
his discharge. The wording of the order, in so far 
as payments were to be made “ during the bank- 
ruptcy,’’ was due to error. Subsequent to the dis- 
charge, an application was made to the Registrar to 
vary the order by the deletion of these words and the 
substitution of appropriate words which would order 
the continuance of payments by the discharged 
bankrupt. On the application of the Official Receiver, 
the Registrar held that he had jurisdiction under 
Section 108 (1) to re-open the matter. He also 
amended the order, so that until such time as the 
creditors had received 10s. in the {, the sum of £312 
per annum by equal monthly instalments until the 
termination of the existing arrangement with the 
Commissioners of Inland Revenue should be paid and 
thereafter £800 per annum by equal monthly instal- 
ments. The Official Receiver was given leave to 
apply as to the larger payment on evidence of the 
termination of the arrangement with the Inland 
Revenue authorities or on evidence that the bankrupt 
was unduly delaying the completion of that arrange- 
ment. The Court of Appeal held (1) that the Court 
had jurisdiction in bankruptcy under the Act. The 
order of discharge did not remove the jurisdiction of 
the Court in bankruptcy, because the discharge of 
the bankrupt did not end the bankruptcy, regarded 
as a series of judicial and administrative acts and 
rights and powers. The discharge did not mean that 
as from that date no Court could exercise jurisdiction 
in bankruptcy under Section 108 (1). Therefore, 
the Court held that the Registrar had jurisdiction 
under the section; and that the Court had power 
under the Bankruptcy Act, 1914, Section 26 (8), to 
vary the order for payment of the annual sum after 
the period of suspension of the discharge from 
bankruptcy had expired. 


IN PARLIAMENT 


INCOME TAX (CODIFICATION COMMITTEE). 

Colonel Nathan asked the Chancellor of the Ex- 
chequer whether he is now able to state which of the 
recommendations of the Income Tax Codification Com- 
mittee in its report of March, 1936, His Majesty’s 
Government propose to accept ; and when the necessary 
legislation will be introduced ? 

The Financial Secretary to the Treasury 
(Captain Euan Wallace): The recommendations of 
the Committee are still under consideration, and I am 
not yet able to state when it may be possible to introduce 
legislation. 

Colonel Nathan: Does the right hon. and gallant 
Gentleman recall that it is now three years since this 
committee reported, after nine years’ deliberation, and 
that it is just one year since practically the same answer 
as he has given to-day was given to a similar question, 


and am I| to understand that no progress has been made 
during the last 12 months in the consideration of this 
matter ? 

Captain Wallace: No, a great deal of progress has 
been made in the last year. It is a fact, as the hon. and 
gallant Member said, that it took the Committee nine 
years to report ; therefore it must take the Government 
some time to digest that report. 

Colonel Nathan: Does the right hon. and gallant 
Gentleman recall that precisely the same words were 
used a year ago by the Chancellor of the Exchequer in 
answer to a similar question ; and can he say how far the 
process of digestion has proceeded during the past 
12 months ? 

Captain Wallace: It was because I thought those 
words were peculiarly apt that I took the liberty of 
repeating them. 


L 
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Chief Financial Officers and Parliamentary Bills’ 


By ARTHUR COLLINS, Incorporated Accountant 


Though the title of this paper indicates the Chief 
Financial Officer as the party whose duties in 
relation to Parliamentary Bills | propose to con- 
sider, the fact is that no Chief Financial Officer 
who is wise would attempt by himself alone to 
discharge the duties falling to him in this connection. 
A wise Chief Officer does nothing himself that 
members of his staff can do, but the direction of 
affairs is his job alone. A Chief Financial Officer 
therefore arranges—and expects—that his _ staff 
would collaborate with him in all that appertains 
to the work of the Finance Department, whenever 
Parliamentary proceedings are likely to involve 
him in some activity. It could scarcely be other- 
wise, because in the narrower sense everything 
done by a member of the Finance Department 
of a local governing body is done in the name of 
the Chief, for him, and on his behalf. Hence it 
follows that I shall discuss the job in hand from 
the departmental point of view, and not only from 
the standpoint of the Chief Officer who holds the 
reins. : 
Long-Term Preparation 

Let no one suppose that the Finance Department 
has nothing to do with a Parliamentary Bill before 
it is about to be promoted. There is a_ serious 
omission if work begins only when the Clerk to 
the Council informs the Chief Financial Officer 
that a Bill is about to be drafted. The truth is 
that the duties of the Chief Financial Officer and 
his staff, in relation to Parliamentary Bills and 
Provisional Orders, begin from the moment the 
officers, senior and junior, are appointed. They 
could not render to their Council the full service 
of which they are capable if they showed signs 
of animation only when a Bill was to be drafted. 
From the moment they begin their job in the 
Department, even as juniors, they must take into 
account the possibility that some day, sooner or 
later, the call would come to take part in this 
important ceremonial, for such indeed it is. 


Making Laws 


It is not always remembered that the Parliamentary 
Committee room in which proceedings on_ these 
Private Bills take place is a Court of Law. It is 
in fact “‘the High Court of Parliament,’’ to which 
our Prayer Book deferentially alludes, just as much 
as the House of Lords or the House of Commons 
itself is a part of the judiciary system of this 
country. It may be that lawyers see differences 
in the formalities observed in Parliamentary Com- 


mittee rooms on the one hand and in the Lay 
Courts on the other; but one is making law and 
the other is interpreting it, and this does make 4 
difference. At the same time, ‘“‘ what the soldier 
said ’’ is no more evidence in the one place than 
the other. The main differences lies in the latitude 
given to witnesses in Parliamentary proceedings 
to proffer to the Tribunal their opinion based on 
experience in favour of or against some proposal 
which Parliament is asked to embody in the local 
laws. 
Experimental Local Legislation 

Private Bill legislation is often the laboratory 
in which experiments are made on a small scale 
so that the results may come under review in due 
time, when general legislation is being framed, 
for application to the country as a whole. The 
history of our local government law is rich in 
examples of general law founded upon local trial, 
on experience gained under local powers derived 
from Parliamentary authority in Private Bills. 
There will still be many local circumstances and 
conditions which will govern the contents of a 
particular Private Bill and have no relation to 
any other territory, but a valuable feature of our 
system of Private Bill Legislation is to be found 
in the grant by Parliament of powers to one or 
other local authority, for which there is a precedent 
in another county or town previously securing its 
legal authority for that purpose from Parliament 
in a Private Bill. In all, therefore, we are dealing 
here with a subject which has had, is having, and 
in all probability will continue to have an appreciable 
bearing upon the cultivation and development of 
local government activity in all its branches. In 
none of these branches has greater progress been 
made, by the grant of Private Bill powers during 
the last 20 years, than in the region of finance 
and accounting. 


Study of Existing Local Acts 

So the duties of the Chief Financial Officer and 
his staff require him to do a great deal of pre 
promotion work. This necessitates first of all a 
thorough knowledge of the local Acts of Parliament 
that have entrusted responsibilities and powers 
to the local Council which the officer serves. 
Obviously the Chief of the Department cannot 
spend his time as a recording or indexing agent, 
and at once there emerges that common feature 


——— 


'*A summary of an address given to the North Eastem 
Students’ Society of the Institute of Municipal Treasurers. 
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of good organisation which involves the system 
of delegation from the Chief to one or more subor- 
dinates. It is an elementary as well as an essential 
requirement of sound financial administration that 
the Chief should delegate to a chosen man, or to 
chosen men, a substantial part of this pre-promotion 
work. Not only is the study of the local Acts 
the genesis of the matter, but an index to, and 
synopsis of, those Acts is indispensable from the 
start. Until we know what the Local Authority’s 
powers by local Acts are, we cannot begin to 
consider the scope of potential additions to those 
powers, when an opportunity arises in the promotion 
of a new Parliamentary Bill for bringing the powers 
up to date. 

Similarly, someone should be responsible for 
keeping or collecting notes from every branch 
of the office upon any occasion where the local 
Parliamentary provisions touching finance or 
accounting have been found to be defective in 
any respect. 


The Use of Precedents 

The third phase of pre-promotion work comes 
under notice when we consider the possibilities 
of obtaining for one’s employing Council, similar 
finance or accounting provisions in the new Bill 
to those which have been obtained in other 
precedent cases. The precedent clauses may need 
adaptation or modification to meet local circum- 
stances, but nevertheless no one can ignore these 
past cases, and the study and annotation of the 
precedents should be systematically carried out 
over a course of years. It is not a task to be 
rushed through when the Department hears that a 
new Parliamentary Bill is in the offing. 

In this connection we must all remember the 
pioneer work done on our behalf by the Institute 
of Municipal Treasurers, which a few years ago 
undertook the preparation of a good-sized volume 
of Parliamentary precedents in local Acts affecting 
the finance and accountancy of local authorities 
of all classes. There we have an index ready to 
hand for our present purposes, especially as this 
original volume is supplemented by an annual 
addition recording the precedents of the previous 
Parliamentary year. 

There will be times when general legislation, as 
well, has to be taken into account when framing a 
new local Bill. We have numerous examples of 
this in the way that various local authorities from 
time to time have grafted on to the Superannuation 
Acts, in the general law, local provisions for dealing 
with local cases. 


References to Law Reports 
Finally, keeping only to the fundamentals of 
this pre-promotion preparation, someone has _ to 
Keep an account of the contents of law reports, 


ACCOUNTANCY 257 


in which there may appear a judicial ruling, frequently 
unexpected in its nature, on the meaning the Courts 
attach to clauses and phrases in local Acts. Where 
Court decisions in this way show that what was 
intended by the promoters has not been achieved, 
it may be necessary to include such items as are 
relevant on the schedule of subjects to be con- 
sidered by the appropriate Committee and by 
the legal advisers of the Council, when the clauses 
in the new Parliamentary Bill are being settled in 
principle and drafted in due form. 


Draftsmen and Draftsmanship 

But we should certainly not attempt ourselves 
to be the legal draftsmen. This is highly technical 
and extremely skilled work. Even the most able 
and experienced Town Clerk does not think it right 
to entrust his Council’s interests in such matters 
to his own judgment or capacity in draftsmanship 
entirely. It is a field of work requiring the assist- 
ance and advice of firms known as Parliamentary 
Agents. They spend their lives in this business, 
and records bear witness to the serious consequences 
which might follow from a mistake in the text of a 
Private Bill subsequently becoming law, if the 
experience not only of Parliamentary Agents but of 
Counsel specialising in Parliamentary work were 
either left out of account or were inadequately 
obtained. 

The Chief Financial Officer would do well, there- 
fore, to state in simple terms, and in layman's 
language, the circumstances in which a financial 
clause was desired, the purpose to be served by it, 
the precedent clauses he thinks would suit him, 
modified, if necessary, in such a way as he suggests 
or to have the effect which he suggests. Not only 
is this way of approaching the matter important 
when, the Town Clerk, Parliamentary Agents and 
Counsel come to draw the Bill; it is also practically 
indispensable for the Committee in charge of the 
Bill. They may not be able to make much of a 
clause in the somewhat peculiar language which 
precision requires in all Parliamentary work, where 
the English language is not punctuated and where 
the difference between “ of’ or “ to’ may be vital. 
The Committee can, however, appreciate the point 
when it is put to them in the more colloquial fashion 
of every-day speech. Amusing surely it would be 
if a Chief Financial Officer had to address his 
Committee in the style of a clause in a local Bill 
or a section in an Act of Parliament ! 


Parliamentary Proceedings 
Thus the preparation for a Parliamentary Bill 
may be spread over many years. The proceedings 
on the Bill itself may not take more than six months. 
But they are interesting, nevertheless. 
I would lay great stress upon the importance ol 
looking at the other fellow’s case as closely as the 
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officer of the Council promoting the Bill looks at 
his. During the strenuous proceedings in con- 
ferences with petitioners, with the promoters’ own 
Counsel, and with Government departments, it is 
easy to become so partisan as to ascribe all the 
merits to one party and all the demerits to the 
other party to the proceedings. Of all branches 
of a Chief Financial Officer’s work there is probably 
nothing like a Parliamentary Bill in the call it 
makes upon him for tolerance, fair-mindedness, 
courtesy, and (many a time) generosity towards 
opponents. A good compromise is often better 
in the long run than a complete rout of the promoters 
or the opposition, as the case may be, though there 
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Finance and Politics 

Germany’s act of open aggression in Czecho- 
Slovakia is generally believed to have caused a 
remarkable stiffening in our foreign policy towards 
the dictatorship countries. This found definite 
expression in the Prime Minister’s vigorous speech at 
Birmingham, but during the past month it is in the 
financial rather than in the diplomatic sphere that 
this stiffening of front has chiefly manifested itself. 
Even before the Czech invasion, for example, the 
Treasury lent its guarantee to the British half of a 
£10 million fund for the stabilisation of Chinese 
currency. This action was, of course, fully justified 
by the extent of British commercial interests in 
China, which far exceed those of any other country, 
and precautions were taken to see that the credit 
did not directly increase Chinese resources available 
for military purposes. At the same time it was 
evident that such a move could hardly be welcome 
to Japan, who was on the point of introducing cur- 
rency measures in North China which, if successful, 
would have brought to a standstill the trade of other 
countries with that area. Immediately after the 
invasion of Czecho-Slovakia active steps were taken 
to prevent Czech assets in London falling into German 
hands. The undrawn balance of the {£10 million 
credit was blocked and it was stated that the Bank 
would not release the very substantial gold and 
other assets of the Czech National Bank without 
consulting the Government. Later the banks were 
requested not to make any payments (with some minor 
exceptions) out of Czech balances in London; and 
the Stock Exchange received a similar request not 
to part with securities or other assets of Czecho- 
Slovakian clients. A_ bill to indemnify private 
interests against any loss due to compliance with 
these requests was rushed through Parliament. 
- Finally, the tentative trade agreement so inoppor- 
tunely concluded by the Federation of British Indus- 
tries on the very day after the Czech invasion was 


The Month 


are occasions, and not infrequently, when unreasop- 
able demands cannot be compromised, and _ the 
decision of the Tribunal has to be taken. 


Post-Promotion Duties 


I conclude by considering the work which remains 
to be done after the proceedings in Parliament have 
ended and the Bill, if successful, has become law. 
Possibly Parliamentary notices have to be given, 
payments have to be made by given dates, and 
many forms of service rendered or duty done, to 
comply with the Bill. The way in which these 
obligations are discharged is more important even 
than the promotion of the Bill itself. 


in Finance 


virtually abandoned, Mr. Oliver Stanley, President 
of the Board of Trade, stating that further negotiations 
were impossible in view of the latest political 
developments. 
Recovery Rudely Interrupted 

The last days of March find the Stock Exchange 
back once again in an atmosphere of crisis and gloom. 
The February boomlet has been rudely broken. 
Yet throughout the first half of the month, the remark- 
able recovery movement continued unbroken and 
unretarded. At that time, indeed, everything seemed 
to be running in the investor’s favour. On the 
political front, there was not merely a lull but a 
growing hope that future international problems 
might after all be settled by negotiation. In the 
economic sphere indications were piling up that 
industrial recovery had once again been resumed 
after the somewhat disturbing pause in the latter 
months of 1938. The steel industry was once again 
nearing capacity working, building plans approved 
showed an increase, and in fact there were any 
number of favourable pointers, which together pro- 
duced in an increase in employment over the year as 
revealed by the returns for February. In this atmo 
sphere, both gilt-edge and industrials rose rapidly 
side by side. By the end of the first week in March 
prices had broken through their post-Munich high 
levels of November, while the following week carried 
a stage further a recovery which was beginning to 
broaden out into a real buying movement on the par! 
of the general investor. 
Markets in the Crisis 

All this was brought to a sudden end by the German 
occupation of Prague. It is not too much to say 
that the shock to general confidence was terrific, for 
the previous optimism has been based as much 4s 
anything on the feeling that this country had increased 
sufficiently in strength to cause Germany to forsweat 
the open use of violence. Prices broke sharply, the 
worst sufferers naturally being those securities which 


April, 193y 


ee FY 
PS 

be | 
4 
: ( 
\ 

; ‘ f 
f 
2 f 
i | 
MA I 
b 

é a 
ay T 
ane 0 
s In 
: pe 
; he 


il, 193y 


\reason- 
1d the 


remains 
nt have 
ne law. 

given, 
2S, and 
one, to 
1 these 
it even 


resident 
tiations 
political 


«change 
| gloom. 
broken. 
remark- 
en and 
seemed 
On the 
] but a 
roblems 
In the 
ip that 
resumed 
e latter 
e again 
pproved 
are any 
1eT pTo- 
year as 
is atmo- 
rapidly 
1 March 
ch high 
carried 
ning to 
the part 


German 
to say 
rific, for 
nuch as 
cre 
‘lorsweal 


ply 4 the 
S which 


April, 1939 ACCOUNTANCY 259 


had benefited most from the previous revival of 
speculative interest. By March 23, as will be seen 
from the following table, most of the leading stocks 
in nearly all sections showed an appreciable decline 
on the month. 

Change on 

Feb. 20 

Price Make-up 

March 23 price 


Consols 24... os — —18 
Conversion 33 aia ... 95} —23 
German 5% al ... 36} —2} 
Woolworth ... - ... 60/- —2/44 
British Oxygen __... .. 70/- —3/14 
United Molasses... ... 22/9 — 
Vickers ‘as ne ... 20/10} —2/1} 
Dorman Long wo ... 26/6 +6d. 
Leyland... yes ... 87/6 +3/3 
Bass or ins ... 121/6 +1/- 
Imperial Tobacco sie 68 — 
Crown Mines we ... 15} —} 


One point of interest is that, although gilt-edge 
and industrials have risen and fallen together, fixed 
interest securities have nevertheless lost ground 
decidedly as compared with equities. The Financial 
News index of fixed interest securities stood at 118.9 
on March 23, or even lower than on the day of the 
Munich crisis (when the index was 120.0) ; whereas 
at 81.7 the index of ordinary shares, although con- 
siderably down from the mid-March peak of 88.0, 
was nevertheless 8 points higher than at the lowest 
point touched in September. 

As for the effect. on other markets, one very 
welcome change as compared with last year’s crisis 


has been the remarkable firmness of sterling, which 
shows that the bulk of the really ‘“‘ hot ’’ money must 
now have left this country. Though extremely 
heavy shipments of gold to New York have taken 
place, the greater part of this represents gold thrown 
on the market by Continental hoarders against 
purchases of dollars, the usual reaction to a crisis. 


An Ultimatum to the Discount Market 

Important changes are likely to be seen in the dis- 
count market shortly, as the sequel to an “ ulti- 
matum ” delivered by the Bank of England to the 
smaller firms of the market. As is well known, the 
policy of the Bank has been to favour amalgamations 
ever since 1931, when the collapse in international 
trade brought with it a severe reduction in the supply 
of bills and therefore rendered part of the market 
redundant. Owing to the shortage of bills, there has 
been a growing tendency for the market firms to 
maintain their profits by dealings in bonds, a busi- 
ness which by its very nature calls for a substantial 
capital. The Bank has therefore asked a number 
of the smaller firms of the market to arrange, by 
amalgamations or otherwise, to increase the capitali- 
sation of each individual firm to the neighbourhood 
of £500,000. At the same time, the authorities 
suggested that the return on capital should be 
limited to 4 per cent. until the necessary reserves 
have been built up. This decision has caused some 
heart-burning, as it is felt that the partners rendered 
superfluous by amalgamations would be unlikely to 
leave in their capital on the terms suggested. For 
some firms, therefore, the ultimatum would really 
amount to an order to withdraw from the market 
entirely. 


Points from Published Accounts 


London Brick Profits Basis.—Comparison of the 
last two reports of London Brick suggests that the 
company has adopted a “ rounded-off”’ basis for net 
profits. In the 1937 accounts, the balance of profits for 
the year amounted to £436,489. Added to the balance 
brought in from 1936, amounting to £75,511, this figure 
provided an available balance of £512,000, of which 
{432,000 (gross) was distributed in Preference and 
Ordinary dividends, leaving £80,000 to be carried for- 
ward. For 1938, total income amounted to £587,130, 
fom which £153,130 was provided for depreciation and 
fees. Hence the ‘‘ rounded off” net profits figure is 
£434,000. A profits figure struck to the nearest thousand 
pounds would not be remarkable as an isolated instance. 
But, in association with the fact that the 1937 available 
balance was exact to a thousand pounds, the basis 
adopted for the 1938 net profit appears to be significant. 


There is no especial ground for considering a “‘ rounding- | 


of” ofthe figures as. inimical to the stockholder’s 
Interest, though it might be unusual. Indeed, it 
Performs the incidental service of reminding the stock- 
holder that profits, in any event, are subject to direc- 


torial discretion, in the form of inner reserves, or generous 
depreciation allocations. Surely, it would hardly be 
logical to criticise a round profit figure, if at the 
same time it is conceded that, in the majority of cases, 
the odd pounds, shillings and pence in published profits 
are the result of arbitrary decision on the part of direc- 
tors. 

Fife Coal Profit and Loss Account.—Section 123 
of the Companies Act requires a profit and loss account 
to be laid before the company in general meeting once 
at least in every year. The Fife Coal Company fulfils 
this requirement, but the particular form of the account 
is not entirely convenient for the shareholder’s purpose. 
The profit for the year is not set out in usual account 
form, but must be derived from a statement of the 
available balance at profit and loss account, including 
the balance brought in from the previous year, after 
deduction of depreciation (unstated) and _ specific 
amounts for staff fund and contingency reserve. This 
statement is the ordinary statement of disposable profits 
which constitutes the traditional directors’ report. Is 
there any reason why the figures should not be set out 
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in the usual account form ? There is a blank half-page 
in the report which would comfortably accommodate 
the disclosed figures in account form, with adequate 
space for comparative figures. 

Selfridge and Harrods.—There are some striking 
accounting differences in the Selfridge and Harrods 
reports. The Selfridge report bears a double reservation, 
“subject to the value of the interests in subsidiary 
companies ’’ (valued at £434,013) and also “‘ to the ade- 
quacy of the security held in respect of the managing 
director's account ”’ (which stands, as at January 31, 
1938, at £118,775). At that date, the balance sheet bore 
a note to the effect that the managing director’s account 
was secured by deposit of Ordinary stock of the Gordon 
Selfridge Trust, the principal asset of which is the 
Ordinary shares of Selfridge & Co. The note on the 
latest balance sheet refers to “‘ stock "’ of the Gordon 
Selfridge Trust, and not specifically ‘‘ Ordinary stock.”’ 
The relevance of the auditor’s note may be gathered 
from the fact that Gordon Selfridge Trust Ordinary 
shares were quoted around 2s. 6d. per £1 nominal at the 
date of the balance sheet. Harrods ranks among the 
few companies (Watney, Combe, Reid is another exam- 
ple) which provides a comprehensive analysis of working 
expenses. Starting from the gross profit on trading, the 
stockholder may trace the main expense items. At first 
sight, indeed, it would seem that the volume of inform- 
ation given might be of assistance to the company’s 
competitors. Separate figures, for example, are shown 
for salaries, wages, and other staff expenses ; rent, rates, 
water and lighting ; printing, stationery, advertising and 
stamps ; transport ; and other costs. Such particulars 
might seem to throw useful light on the company’s 
business methods to anyone informed in the dissection 
of retail store costs. Actually, the company’s profit- 
record is a sufficient rebuttal of this stock argument that 
the publication of detailed cost figures is opposed to the 
true interests of shareholders. 

International Nickel.—The International Nickel 
report is one of the outstanding examples of American 
accounting practice. , The company, of course, is in- 
corporated in Canada, but in lay-out, currency, and the 
auditors’ certificate, the report is essentially American. 
From the accounting aspect, the chief interest is to be 
found in the full consolidation of earnings and assets for 
the entire group, no separate statement of accounts 
being rendered for the parent company. The con- 
solidated earnings are also analysed (and published) 
quarterly, and on the present occasion the group has 


STUDENTS 


Sinking 

In the first article on this subject, which appeared 
in the March issue of ACCOUNTANCY, it was sug- 
gested that the usual textbook entries for sinking 
funds are apt, by their very neatness, to obscure the 
two quite separate sides of sinking funds. First, 
there are the entries dealing with the accumulation 
of funds in the form of readily realisable securities, 
and, second, there are those dealing with the sinking 
fund account itself—which, in the case of funds for 
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added figures for the value of net sales, and the operating 
and selling costs involved, before striking its total 
earnings figure. In this respect, it comes nearer than 
most companies to disclosing particulars of its total 
turnover. International Nickel is truly international, 
and in view of the recent controversy regarding the 
consolidation of accounts which arise in different cur- 
rencies, it is of interest to recall the general basis which, 
since 1934, has been employed in consolidating the 
figures. All Canadian currency items are taken into 
U.S. dollars at par. Property costs in other currencies 
are taken at the rates effective at the dates of re-organis- 
ation or acquisition, while depreciation is taken at par. 
All current items are taken at closing rates at the end 
of the year, while profits are converted at month-end 
exchange rates. 

Alpha Cement.—tThe acquisition of control of Alpha 
Cement by Associated Portland Cement Manufacturers 
last year has been followed by certain changes in the 
presentation of profits. In 1937, the report gave a 
revenue figure after providing for management, operat- 
ing and general charges, but before deduction of taxation. 
The provision of funds for debenture stock redemption, 
however, was not charged against the profit and _ loss 
account direct, but shown as an appropriation from the 
balance of profits in the balance sheet. In the latest 
report, profits have been struck after providing for 
taxation—which affects the comparability of the 
published results, and the distributions are shown gross, 
instead of net, as previously. At the same time, the 
debenture stock redemption provision has been charged 
against profits. These tax changes have presumably 
been made to bring the accounts into line with those of 
Associated Portland Cement, which also accounts its 
dividends on a gross basis. 

British Oil and Cake.—During the past year, 
British Oil and Cake Mills has effected the consolidation 
of its subsidiary interests, which represented £1,757,528 
gross out of a balance-sheet total of £10,524,876 at 
December 31, 1937. By the utilisation of the capital 
reserve account, which stood at £625,208 at that date, 
the balance sheet total has been reduced to £9,511, 107. 
The report shows that the properties and plant of the 
subsidiaries have been brought in at cost, less deprecia- 
tion, and in order to secure uniformity, the properties 
and plant of the parent company have been adjusted to 
a similar basis by deducting the capital reserve. The 
latter item, in fact, arose from a surplus on the re- 
valuation of assets in 1929. 


Funds 


the replacement of wasting assets, are simply another 
way of providing for depreciation. If sinking funds 
are to be understood, it is essential that the different 
purposes of the two sides should be grasped. 

Before leaving the question of sinking funds for 
the replacement of exhausted wasting assets, it may 
be noted that an assumption which underlies the 
entries is that the sum to be provided for replacement 
is the same as the cost price of the original wasting 
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asset. Indeed, it is difficult to see what else could be 
done, in practice, since the cost of replacement would, 
in nearly all cases, be unknown at the time when the 
sinking fund is set up. 

Turning to sinking funds for the purpose of re- 
deeming liabilities, the first difficulty is to under- 
stand precisely why it is necessary to raise a sinking 
fund account at all. At first sight there seems no 
reason why the sinking fund account should be 
opened ; if it is opened, then, when the concluding 
entries are to be made, the sinking fund account 
seems to be left as a loose end. 

A short consideration of the real nature of sinking 
funds will soon give the explanation. In this type 
of fund, a sum of money is required at the end of a 
given period in order to pay off a liability. To do this 
two methods are possible—the money may be 
obtained internally or externally. In the former case, 
it is necessary, first, that the concern must make by 
way of profit a sufficient sum ; second, that the share- 
holders must forgo the dividends to which they 
might feel themselves legitimately entitled in order 
that funds with which the liability can be repaid 
may be accumulated in the concern. 

It can be very easily demonstrated that a reason- 
ably capitalised concern will quickly find itself in 
difficulties if it attempts both to save for the purpose 
of redeeming a liability and to spend by way of 
dividends. Suppose that the state of a concern’s 
affairs was as follows, and that the assets are fully 
occupied and all required for the purposes of the 
business :— 
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Now assume that it distributes the whole of the 
profit as dividend and at the same time, without 
making provision for a sinking fund account, invests, 
say {10, for the future redemption of the liability. 
The position would then be :— 

\ssued Capital ... 100 Fixed Assets ... 80 
Liability ee cn a Investment... — 
Net Floating Assets 50 


The 
the re- 


£140 


nother £140 
funds It was assumed that the net floating assets are all 
ferent ‘quired for the purposes of the business, that is, 


the concern needs £60 which, as a result of the 
investment, is now reduced to £50. The above 
kind of illustration can be pressed to the point where 
it becomes ludicrous if the liability is made large and 
the floating assets small, for, in such a case, the 
lnvestment would soon absorb the whole of the 


ds for 
it may 
es the 
ement 
asting 


floating assets and begin to encroach upon the 
fixed assets. 

The fact of the matter is that the extra assets 
which have arisen as a result of the concern making a 
profit can be used either to pay dividends or to 
provide the investment but not both at once. The 
function of the sinking fund account should now 
be clear. Its purpose is to check the dividend, that 
is, to make it less by the amount required for invest- 
ment than it might otherwise have been. Hence 
the entry—debit profit and loss appropriation 
account, credit sinking fund account, the significance 
of which is to leave available for dividends only the 
excess of profit over the amount required for the 
purpose of investment. 

When the various entries are made to bring the 
sinking fund operations to a close at the end of the 
period, the sinking fund account is closed by trans- 
ferring it to reserve account. The reason for this 
entry becomes clearer if it is realised that there are 
two parts to the entries for cash dividends. First, 
there is the declaration of the dividend which implies 
a balance on the credit of profit and loss appropria- 
tion account from which the amount of the dividend 
can legitimately be placed to the credit of sundry 
shareholders—dividend account. The shareholders 
are thus made creditors of the concern—-and it is well 
established that not even preference shareholders 
become creditors in respect of dividends until the 
necessary formalities of declaration, which lead up 
to the above entry, have been carried through. 
Second, there is the question of payment which 
implies that there is, on the other side of the balance 
sheet, cash which can be used to extinguish the 
liability to the shareholders just as the liability to 
any other creditor is extinguished, provided we ignore 
the question of tax deduction. Thus there are two 
conditions for a cash dividend. There must be the 
profit from which they can be declared and there 
must be the cash with which they can be paid. It 
might easily happen that one of these conditions only 
is satisfied at a given time. A company might possess 
the balance of profit and yet lack the cash: it might 
possess the cash and yet lack the balance of profit. 
In the former case a dividend would almost certainly 
be inadvisable although it might be possible to pay one 
by borrowing the money ; in the latter case, it would 
probably be illegal, the question turning on the 
interpretation of the word “ profit.” 

Thus a company which has built up a sinking fund 
for redemption of liabilities possesses the balance of 
profit which, after the closing entries for the sinking 
fund have been made, remains on reserve account, 
but it lacks the funds with which to pay a dividend, 
simply because these funds have been used to redeem 
the liability. Thus, the balance on reserve account 
can be utilised for transfer to the credit of sundry 
shareholders—dividend account—via profit and loss 
appropriation account—if the funds on the other side 
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of the balance sheet should come into a form which 
would permit the payment of a dividend. If it was 
desired to distribute the reserve account amongst the 
individual shareholders, it could be done forthwith 
but it would have to be done in such a way that the 
assets were not disturbed. In such a case, a solution 
might be found by using the reserve for making an 
issue of bonus shares. Another solution, which 
might not be altogether desirable, could be found 
where the existing share capital is not fully called. 
A call could be made upon the shareholders which 
would be discharged from the reserve account. 
This, however, has the effect of eliminating or reducing 
the shareholders’ liability to pay calls and, as such, 
it would wipe out a potential source of fresh cash 
capital. For this reason, such a solution might not 
be looked upon very favourably by the directors. 

There remains for consideration the question of 
what would happen if consistent net losses were 
incurred by a concern operating simultaneously 
both types of funds. Provided the functions of the 
two sides of each kind of fund are understood, this 
problem need not present any great difficulty. To 
deal first with the fund for the replacement of a 
wasting asset—the entries dealing with the sinking 
fund account itself must be kept up, for the sinking 
fund account is only an alternative method of handling 
depreciation and depreciation is a charge against 
revenue which must enter into the computation 
whether a profit or a loss emerges. The question of 
investments must be answered according to the cir- 
cumstances of the particular concern but, in view of 
the fact that a loss will be reflected in a shrinkage 
of the floating assets, it is most unlikely that the 
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The Legal Aspect of Money. By F. A. Mann. 
(Oxford University Press. London: Humphrey 
Milford. Price 2ls. net.) 

Dr. Mann has written a very valuable book. On 
the Continent the studies of Economics and Juris- 
prudence are much more closely associated than they 
are here. Indeed, the long historical development 
of English law, marked by an adherence to precedent 
and aiming at being reasonable rather than logical, 
had led to a relative neglect of the science of juris- 
prudence and, a fortiori, to the contribution which 
other social services have to make to it. For these 
reasons, as breaking away from something like a 
tradition, an English lawyer may perhaps be disposed 
to approach critically a work of this character. 

But any initial misgivings are brilliantly dispelled. 
The subject to which special attention is given— 
the place of money in Private International Law— 
‘is peculiarly appropriate to the method of analysis 
and comparison with other systems of law. In the 
use made of economic theory, the author is at once 
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periodical investments can be kept up, and the 
probability is that those investments which have been 
made will have to be realised in order to provide the 
concern with liquid resources. Alternatively, and 
perhaps preferably, the sinking fund entries could 
be closed at the point where it becomes impossible 
to proceed. The investments would probably be 
realised and used for ordinary business purposes: 
the balance on the sinking fund account would be 
transferred to the credit of the wasting asset account 
and the asset, thereafter, would have to be depreciated 
in the usual way. 

In contrast to this, it is likely that both sides of a 
sinking fund for the redemption of a liability would 
have to be abandoned completely. The purpose of 
this kind of fund is to use the increase in the assets 
which has resulted by reason of profit having been 
earned, not for dividends but for the redemption of 
the liability. If there are no profits, the whole scheme 
breaks down. The financial condition of the concern 
would, in this case also, probably demand the 
realisation of the investment and the sinking fund 
account would be closed by transferring it back to 
the profit and loss appropriation account. Since the 
attempt to redeem the liability out of profits has 
failed, then the concern must rely on the possibility 
of being able to borrow afresh when the liability 
matures, or of being able to carry through a con- 
version operation, or of being able to obtain an 
extension of time. It must, of course, be realised 
in this kind of problem, that if a concern is in diffi- 
culties, then no set of book entries, however elaborate, 
will in itself extricate it. 

(Concluded) 


Publications 


discriminating and discerning; while the way 
which he shows the evolution of legal ideas on the 
nature of money is admirably done. 

Part I is entitled ‘‘ The Legal Problems of Money 
in General” and covers about one-third of the book. 
It seems to be clear that this is designed to lead up 
to Part II, called ‘‘ Foreign Money Obligations,” 
which covers the remaining two-thirds. ‘For if this 
first part were intended (as might perhaps be inferred 
from the Preface) to treat exhaustively of the legal 
aspect of money in English (municipal) law, the reader 
might fairly complain that a number of very inter- 
esting legal problems have been omitted. We 
rather suspect that even in Dr. Mann’s skilful hands 
some of them may prove less tractable than many 
with which he has dealt here. 

The book will be very useful to all who are con- 
cerned with the legal consequences of ‘‘ gold clauses’ 
in contracts which have recently been the subject 
of several discussions in the English Courts. It 
should be noted, however, that the case of British 
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and French Trust Corporation v. The New Brunswick 
Railway Co., extensively and critically commented 
on in the text, has since been carried to the House 


of Lords, and the decision of the Court of Appeal 


has been varied. 

On page 26 there occurs the statement: “‘ Since 
then ”’ (the passing of the Gold Standard (Amendment) 
Act, 1931), “‘ for the third time in English economic 
history, the pound is not based on a metallic standard 
but on a paper currency which, as the words ‘ fiduciary 
issue’ pointedly make clear, is founded less on 
metallic worth than on British credit.” As the 
fiduciary issue principle was adopted in 1844 this 
statement may possibly mislead some readers, not- 
withstanding a footnote referring to the Currency and 
Bank Notes Act, 1928. What did become clear in 
1931 was that gold may continue to be the basis of 
the monetary system when it has ceased to be the 
monetary standard. 


Income Tax, Sur-Tax and N.D.C. By W. Roger 
Carter, M.A., F.C.A. Third Edition. (Gee & Co. 
(Publishers), Ltd. Price 5s. net.) 

A necessary prelude to the competent handling of 
matters in connection with Income Tax, Sur-Tax and 
N.D.C., is a sound knowledge of the fundamental 
principles which govern these branches of taxation. 

The aim of this book (now revised in accordance 
with the law as it stands after the Finance Act, 1938) 
is to impart a sound knowledge of the fundamental 
principles governing the branches of taxation men- 
tioned in the title, and to enable those who are 
studying for the intermediate and final accountancy 
examinations to obtain a mastery of such principles. 
But, while intended primarily for examinees, it is not 
merely theoretical. Regard is given to the drawback 
suffered by many articled clerks through lack of 
practical experience in taxation affairs ; accordingly, 
special attention is drawn, both in the text and in the 
examples, to the methods prevailing ‘in actual 
practice. Vital points are emphasised throughout 
the text by effective use of heavy type and this, 
combined with 83 fully worked examples (the separate 
index for which is an excellent feature) provides a 
rapid means of grasping the essentials. This book 
can be recommended to all who are studying for 
examinations and, if students work through all the 
examples, in the manner recommended by the author 
in the preface to this edition, there is no doubt they 
will not only be able to face their examinations with 
confidence, but they will have laid that solid founda- 
tion of knowledge upon which alone taxation practice 
can be built. 


Law of Master and Servant. By R. Batt. Third 
Edition. (Sir Isaac Pitman & Sons, Ltd., 
London. Price 15s. net.) 

Professor Raleigh Batt’s Law of Master and Servant 
was first published in 1929. Within ten years it has 
established itself as the standard work on this 
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important branch of commercial law. The publica- 
tion of a third and much revised edition of the book 
is, therefore, to be welcomed, not only by lawyers, 
but also by all to whom an acquaintance with the 
subject is incidental to their professional and com- 
mercial duties. The accountant will find this work 
well indexed for quick reference. It is written with 
clarity and is well arranged. Whilst it is more 
comprehensive than Smith’s work on the same subject, 
there is no prolixity ; nor could any of its sections 
have been omitted without lessening its usefulness. 
The introductory chapters contain practical guidance 
on the law of contract which could be read with 
profit by students preparing for examinations in 
commercial law and one can readily agree with the 
author when he writes that his teaching experience 
has shown that the most valuable and profitable 
method of mastering legal principles is the study of 
a book that treats some specific topic in detail. Of 
special interest to accountants are the chapters on 
restraint of trade and on apprenticeship. Recent 
cases on the vexed problem of what covenants in 
restraint of trade are reasonable are summarised and 
discussed. Throughout the author is never afraid 
to state his opinion where a point is not yet covered 
by authority. 


Cost Accounting for the Joinery Trade. By H. 
Hudson, A.S.A.A., A.C.I.S. (The Technical Press, 
Ltd., London. Price 4s. 6d. net.) 


This book claims to be a “ manual for directors, 
accountants, works managers, students and everyone 
connected with or interested in joinery trade administra- 
tion.”’ But this is perhaps too ambitious a description 
of the volume the author has produced. Short mono- 
graphs on the difficulties of costing and accounting 
methods in particular trades are always welcome, but 
the author has not been able to resist the temptation to 
devote a disproportionate part of his limited space to 
the objects and advantages of cost accounting. These 
are so well known and have been so ably expressed by 
so many other writers on the subject that their elabora- 
tion is unnecessary. When, however, Mr. Hudson 
reaches his subject-matter proper, he is on much sounder 
ground and his detailed examples are quite useful. 


The work is essentially an elementary treatise and 
can be recommended to those who have no previous 
experience of keeping cost records. The author advo- 
cates the adoption of the ‘‘ man-hour ” method for the 
allocation of machine shop expenses and a percentage 
on works cost for the recovery of administration 
expenses, whilst for distribution expenses he advocates 
the method of a “ vehicle-hour”’ rate. He sets out 
clearly the argument for and against the inclusion of 
interest on capital as an item of cost of production, 
and gives his reasons for his own opinion that it should 
be included. When the author deals with the reconcilia- 
tion of the cost accounts with the financial books of the 
business his views will have general acceptance. 
Some useful graphs at the end of his book show how 
results may be forcibly presented in graphic form. 
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The Incorporated Accountants’ Research Committee have undertaken the task of preparing specimen forms of accounts 


for various businesses and professions. 


General Forms of Accounts . April, 1937 


Executors and Trustees ‘a June, 1937 
Boot and Shoe Manufacturers ... October, 1937 
Brickworks November, 1937 
Building and Estate Seeegmen December, 1937 
Cinemas and Dance Halls January, 1938 
Cotton Merchants February, 1938 
Engineers... March, 1938 
Farms . April, 1938 


Solicitors 


Garages May, 
Hotels - June, 
Laundries _ July, 
Medical Practitioners ... August, 
Motor Transport September, 
Printers ... October, 
Rubber Oueeee November, 
Schools December, 
Shipping ... January, 
March, 1939 


Some of the specimen forms have already appeared in previous issues as follows :— 


1938 


1939 


Useful criticisms and suggestions which have been received from readers on the forms of accounts already published are 
being carefully considered by the Research Committee. The accounts—which should not be regarded as model accounts, but as 


bases for more definite formulation—are published with an invitation to readers to submit their comments and criticisms. 


A design for stockbrokers’ accounts is set out below. 


PROFIT AND LOSS ACCOUNT 


£ 
1. Staff Expenses : 
Salaries 
State Insurance 
Special Allowances 
Accountancy and Audit Charges... 


STOCKBROKERS* 
i ig 2) Gk: s 5 See ree 19... 
a f f 
| !. Brokerage and Commis- 
sion ‘ 
Il. Underwriting Gnnaate- 
sion ; 
Ill. Interest : 
Received Paid 


Il. Office : 
Rent, Kates and Insurance ; 
Heating, Lighting and Cleaning... 
Repairs and Renewals o 
Depreciation of Office Furniture... 


Information and Intelligence : 
Periodicals, 
Special Fees 
Reports and C irculars issued 


Il. 
News Services, etc. ... 


1V. Miscellaneous Expenses : 


Stock Exchange Fees 

Settlement Department Expenses 

Postages, Telephones and Tele- 
grams re vr rae 

Printing and Stationery io 

Bad Debts ... aa 

Bank Charges 

Travelling Expenses 

Donations and Subscriptions 

General Office Expenses ... 


Total Expenses ve om -- 


V. Balance: NET PROFIT 


[) 


Contangoes 

Financed Stocks a nd 
Loans 

Current Accounts of 
Clients 


Net Interest Received 
IV. Miscellaneous Receipts : 
Bad Debts recovered 
Unclaimed Dividends 
(statute-barred) 
Other Receipts 
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STATISTICS 


ACCOUNTANCY 


ESTATE DUTY—GREAT BRITAIN 


1937-38 


NET RECEIPT. 


No, 


or 


EstaTEs LIABLE. 


SizE oF ESTATE. England. Scotland. |Gvreat Britain.’ Percentage I:ngland. | Scotland. | Great Britain. 
of Total. 
Small E states : £ | £ | r§ | 
Not exceeding _ gross 
value... - bos 48,671 | 5,939 54,610 0.07 31,419 | 3,918 | 35,337 
Exceeding £300 ‘but not j 
exceeding {£500 gross | 
value... se ‘ah 53,021 | 5,999 | 59,020 0.08 20,610 | 2,369 | 22,979 
Net Value : 
Iexceeding Not L-xceed- 
f ing £ | | 
100 1,000 448,786 51,293 500,079 0.64 34,998 | 3,740 | 38,738 
1,000 5,000 2,439,078 | 323,351 | 2,762,429 3.52 33,913 4,379 | 38,292 
5,000 10,000 2,241,438 293,101 2,534,539 3.23 7,558 | 979 8,537 
10,000 15,000 2,155,430 | 250,664 | 2,406,094 3.06 3,039 | 373 3,412 
15,000 20,000 2,143,873 | 219,384 | 2,363,257 3.01 1628 | 171 1,799 
20,000 25,000 1,949,515 | 271,071 2,220,586 2.83 986 123. | 1,109 
25,000 30,000 1,715,761 268,991 | 1,984,752 2.53 628 91 719 
30,000 40,000 3,383,935 | 376,155 | 3,760,090 4.79 861 | 94 955 
40,000 50,000 2,816,152 | 355,686 | 3,171,838 4.04 452 53 505 
50,000 60,000 2,463,316 — 264,874 2,728,190 3.47 295 | 33 328 
60,000 80,000 4,137,981 | 521,307 | 4.659.288 5.93 367 41 408 
80,000 100,000 3,062,316 | 471,493 | 3,533,809 4.50 178 26 204 
100,000 150,000 6,221,480 | 894,447 7,115,927 9.06 265 35 300 
150,000 200,000 3,648,998 | 558,156 4,207,154 5.36 88 | 14 | 102 
200,000 250,000 2,560,405 | 569,103 3,129,508 3.98 53 9 | 62 
250,000 300,000 2,381,826 277,914 2,659,740 3.39 33 | 5 | 38 
300,000 400,000 4,285,113 | 625,262 4,910,375 6.25 39 | 5 44 
400,000 500,000 2,717,491 | 424,838 3,142,329 4.00 19 | 3 22 
500,000 600,000 2,408,230 | 742,442 3,150,672 4.01 13 im ke 17 
600,000 800,000 2,134,533 | 374,795 2,509,328 3.19 9 3 11 
800,000 1,000,000 1,998,882 142,686 2,141,568 2.73 5 1 6 
1,000,000 1,500,000 4,506,694 983,973 5,490,667 6.99 8 2 10 
1,500,000 2,000,000 4,012,171 4,012,171 5.11 4 4 
2,000,000 3,000,000 3,136,312 3,136,312 3.99 2 2 
3,000,000 204,554 528 205,082 0.26 
Settlement Estate Duty *__11,984 . —803 *__12,787 0.02 
ToTaL 69,263,978 9,272,649 | 78,536,627 100.00 137,470 | 16,470 153,940) 
* Repayments or transfers to other classes, in excess of receipt. 
SUR-TAX—CLASSIFICATION OF INCOMES 
Great Britain and Northern Ireland 
| 1934-35 1935-36 |: 1936-37 
CLass \- —|_—____________ | - oo —— ——_—_— 
emnteer -" | Total income | Number of Total ineune | Nawber st | | Total Income 
B @. Persons Assessed Persons Assessed Persons Assessed 
Exceed - Not E x- | | | 
ing ceeding | 
£ £ | | £ £ 
2,000 2,500 | 24,109 53, 780, 882 | 25,076 55,936,599 25,213 56,380,558 
2,500 3,000 15,539 42,404,277 15,829 43,235,954 16,715 45,705,705 
3,000 4,000 17,637 60 742,000 | 18,032 62,143,394 19,075 65,704,749 
4,000 5,000 9,429 41,975,546 9,949 44,251,284 | 10,568 | 47,068,582 
5,000 6,000 5,655 30,849,442 5,879 32,072,237 6,242 34,153,177 
6,000 7,000 | 3,657 23,669 592 | 3,774 24,399,476 ; 4,054 26,241,951 
7,000 8,000 | 2,446 18,276,266 2,651 19,801,291 2,759 20,639,962 
8,000 10,000 3,241 28,880,686 3,263 29,069,575 3,622 32,265,752 
10,000 15,000 3,550 42,717,095 3,633 43,776,284 3,950 47,844,311 
15,000 20,000 1,281 22,046,505 1,392 23,883,648 1,510 25,946,497 
20,000 25,000 622 13,781,401 666 14,734,427 726 16,190,558 
25,000 30,000 346 | 9,407,781 | 373 10,130,044 | 399 10,840,988 
30,000 40,000 380 13,035,957 346 11,974,541 378 12,940,716 
40,000 50,000 163 7,231,740 | 189 8,384,873 182 8,093,251 
30,000 75,000 173 10,461,478 185 11,155,918 204 12,320,342 
75,000 100,000 | 63 5,315,080 | 6,123,712 73 6,131,580 
100,000 - | 72, 11,950,803 15,271,730 | 80 15,270,720 
} a a . . ‘ eae 
£6,268 436, 535, 531 | 91 392 456, 344, 988 | 95,750 483,739,386 


£50, 267, 780 


£53, 781 053 


£57,361 ,475 
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April, 1939 


Society of Incorporated Accountants 


GUILDHALL DINNER 

We give below a complete list of the guests and 
members present at the Dinner of the Society of Incor- 
porated Accountants, held in Guildhall, London, E.C., 
on March 16. Mr. Walter Holman, IF.S.A.A., the 
President of the Society, presided, and H.R.H. the Duke 
of Kent was present. <A full report of the speeches is 
on pages 242 to 245. 


The Right Hon. The Lord Mayor, Sir Frank Bowater ; 
His Excellency The Danish Minister, Count Eduard Revent- 
low ; His Excellency The Swedish Minister, Hr. Bjérn Gustaf 
Prytz; The Most Hon. The Marquis of Lothian, C.H.; Sir 
Terence O'Connor, K.C., M.P., H.M. Solicitor-General ; The 
Right Hon. Lord Hutchison of Montrose, K.C.M.G., C.B., 
D.S.0.; The Right Hon. Lord Roche, Treasurer, the 
Honourable Society of the Inner Temple ; The Right Hon. 
The Chairman of the London County Council, Mrs. Eveline 
M. Lowe, J.P. ; Alderman Sir George Wyatt Truscott, Bart. ; 
The Earl of Iveagh, C.B., C.M.G.; Mr. Percy Toothill, 
F.S.A.A., Vice-President, Society of Incorporated Accoun- 
tants; Sir Walter Womersley, M.P., Assistant Postmaster- 
General: The Earl of Limerick ; The Most Hon. The Mar- 
quess of Donegall; Mr. J. S. Duncan, C.B.E., Acting High 
Commissioner for the Commonwealth of Australia; The 
Right Hon. H. A. L. Fisher, O.M., F’.R.S., Warden of New 
College, Oxford; Sir Walter Moberly, D.S.O., D.Litt., 
Chairman, Advisory Council, Central Register for National 
Service ; Mr. Alderman and Sheriff G. G. Warr; Mr. Sheriff 
Frederick Rowland, C.C., F.C.A.; Mr. Henry Morgan, 
°.S.A.A., Past President, Society of Incorporated Accoun- 
tants; The Lord Ritchie of Dundee, Chairman, Port of 
London Authority ; Sir Thomas Keens, D.L., J.P., F.S.A.A., 
Past President, Society of Incorporated Accountants; Mr. 
John Lawther, M.V.O.; The Lord Plender, G.B.E., LL.D. ; 
Mr. C. J. G. Palmour, F.C.A., President, Institute of Chartered 
Accountants ; Major-General H. G. Riley, C.B., Chief Pay- 
master, War Office; Paymaster Rear-Admiral Sir Arthur 
Strickland, K.C.B., O.B.E., Paymaster Director-General of 
the Navy; Mr. S. J. Aubrey, Chairman of Lloyds; Mr. E. 
Cassleton Elliott, F.S.A.A., Past President, Society of Incor- 
porated Accountants; Sir Alan Anderson, G.B.E., M.P. ; 
Mr. R. Wilson Bartlett, J.P., F.S.A.A., Past President, 
Society of Incorporated Accountants ; Alderman Sir George 
Broadbridge, Bart., K.C.V.0., M.P., President, Chartered 
Institute of Secretaries; Sir Ronald Matthews, J.P., Chair- 
man, London & North-Eastern Railway; Sir Lynden 
Macassey, K.B.E., K.C.; Sir Charles Bressey, C.B., C.B.E., 
President, Chartered Surveyors’ Institution ; Sir H. Cassie 
Holden, Bart., Chairman, Unit Trusts Association; Sir 
James Rae, K.C.B., K.B.E., Under-Secretary, The Treasury ; 
Sir Geoffrey Clarke, C.S.I., O.B.E.; Mr. H. L. Eason, C.B., 
C.M.G., M.D., F.R.C.S., Principal, University of London ; 
Mr. W. W. Gibson, President, the Law Society ; His Honour 
Judge Sir Mordaunt Snagge; Sir Granville Gibson, M.P., 
President, Association of British Chambers of Commerce ; 
Mr. Edward Wilshaw, J.P.; Mr. Ernest Cornwall, Chief 
General Manager, National Provincial Bank; Colonel Sir 
William Prescott, Bart., C.B.E., Chairman, Metropolitan 
Water Board; Mr. A. M. Carr-Saunders, M.A., Director, 
London School of Economics and Political Science; Mr. 
F. E. Bray, K.C., Chairman, Board of Referees ; Mr. William 
Cash, F.C.A., President, The Chartered Accountant Students’ 
Society of London; Mr. Frank E. Fehr, C.B.E., Chairman 
of the Baltic; Sir John Shaw, Solicitor, Board of Inland 
Revenue ; de Heer E. Van Dien ; Mr. R.S. Hilton, President , 
British Iron and Steel Federation ; Captain Jocelyn Bray, 
D.L., Chairman, Thames Conservancy ; Mr. Deputy Dutton, 
The Chairman, City Lands Committee (Chief Commoner) ; 
Sir Ernest Fass, K.C.M.G., C.B., O.B.E., Public Trustee ; 
Mr. Robertson F. Gibb, President, Chamber of Shipping ; 
Mr. A. M. Walker, Chief Accountant, Bank of England ; 
Colonel H. J. P. Oakley, M.C., T.D., President, the Institute 
of Actuaries ; Mr. Cyril Gamon, M.V.O.; Mr. W. T. Boston, 


the City Swordbearer; Mr. C. H. Falloon, Chairman, the 
British Insurance Association; Sir Ernest Bain, K.B.E_ 
LL.D.; Mr. E. A. Rehder, Master, the City of London 
Solicitors’ Company ; Mr. George Russell, President, Institute 
of Cost and Works Accountants; Mr. David Drysdale, 
President, British Federation of Master Printers ; Sir Adrian 
D. W. Pollock, K.C.M.G., City Chamberlain ; Paymaster 
Rear-Admiral John Siddalls, O.B.E. ; His Worship the Mayor 
of Westminster, Councillor G. F. Jerdein, J.P.; Mr. Leslie 
C. Bowker, O.B.E., M.C., The City Remembrancer ; Major- 
General Sir d’Aguilar Crookshank, K.C.M.G., C.B., C.LE 
D.S.O., Secretary, the Officers’ Association ; Mr. John Fox 
O.B.E., Chief Registrar of Friendly Societies ; Colonel Sir 
Geoffrey Cox, C.B.E., D.L.; Mr. Walter P. Norton; Mr 
Matthew Mitchell, C.A., Chairman, Joint Committee oj 
Chartered Accountants of Scotland; Mr. A. E. Watson 
C.B., C.B.E., Principal Assistant Secretary, Unemployment 
Assistance Board ; His Honour S. R. C. Bosanquet, K.C 

Official Referee ; Sir Adam Maitland, M.P., A.S.A.A.; Mr 
E. H. Hodgson, C.B., O.B.E., Under Secretary, Board of 
Trade ; Sir Richard J. Meller, M.P.; Mr. W. J. E. Binnie 
M.A., President, Institution of Civil Engineers ; Mr. Maurice 
Petherick, M.P.; Mr. E. C. Martin, C.B.E., Lord Chancellor’s 
Department; Mr. Roland Burrows, K.C., Recorder of 
Cambridge; Mr. Herbert Brittain, Principal Assistant 
Secretary, The Treasury ; Mr. A. S. Macharg, C.A., President 
Institute of Accountants and Actuaries in Glasgow; Mr 
W. H. Coates, Ph.D., LL.B. ; Mr. J. W. Todd, C.B., C.B.E 

F.S.A.A., Accountant-General, Ministry of Labour; Hen 
Helge Andersen, Copenhagen; Brigadier-General E. N 
Tandy, C.M.G., D.S.O.; Professor Arnold Plant, University 
of London; Mr. John Adamson, C.A., President, the 
Association of Scottish Chartered Accountants in London 

Mr. H. L. O. Flecker, M.A., Headmaster, Christ’s Hospital 

Mr. S. H. G. Hughes, C.B.E., Accountant-General, Ministry 
of Health; Sir Harold Bellman, M.B.E.; Professor T. H 
Sanders, University of Harvard; Mr. Alexander Critchley, 
M.P., F.S.A.A.; Sir Reginald Clarry, M.P.; Mr. Thomas 
Peacock, J.P., President, National Farmers’ Union; Mr 
Rupert de la Bére, M.P., Master, the Worshipful Company 
of Skinners; Colonel R. J. Blackham, C.B., C.M.G., C.LE,, 
D.S.0.; Mr. Frederick Whittingham, J.P., C.C.; Mr. Oscar 
Hobson, City Editor, News Chronicle; Mr. J. D. Imre, 
M.A., J.P., F.S.A.A., President, Institute of Municipal 
Treasurers and Accountants ; Mr. Otto M. Schiff ; Mr. Ernest 
Sykes, Secretary to the Committee of London Clearing 
Bankers; Mr. E. H. S. Marker, Comptroller, Companies 
Department ; Rev. H. N. Asman, M.A., B.D., Headmaster 
Owen’s School; Captain Charles Norton, M.C.; Mr. Har- 
greaves Parkinson, Editor-in-Chief, Financial News; Mr 
J. W. Ramsbottom, M.A., M.Com., Director, City of London 
College ; Major F. R. Dale, D.S.O., M.C., M.A., President, 
the Incorporated Association of Headmasters; Mr. Josiah 
Wedgwood, Bank of England; Major R. M. Woolley, 
President, Auctioneers’ and Estate Agents’ Institute ; Mr 
N. R. Udal, C.B.E.; Mr. Julian G. Lousada; Mr. A. E 

Berry ; Mr. J. Barwick Thompson, O.B.E., Senior Official 
Receiver (Companies) ; Sir Thomas Allen, J.P. ; Mr. Kenneth 
D. Cole; Mr. T. Goodall, President, Association of Certified 
and Corporate Accountants ; Mr. D. F. Hollins ; Mr. Daniel 
Williams, C.B.E., Inspector-General in Bankruptcy ; Lieut- 
Colonel W. J. Kent, D.L., T.D., J.P. ; Mr. Thomas Quayle, 
C.1.E., D.Litt., Secretary, Office of High Commissioner for 
India; Mr. R. W. Bankes, C.B.E., Secretary, Institute 0! 
Chartered Accountants: Mr. S. P. McCallum, M.A., D.Phil 

Junior Bursar, New College, Oxford; Mr. C. H. Isdell 
Carpenter, Secretary, Chartered Institute of Secretaries 

Rev. Canon W. E. S. Holland, M.A., The Lord Mayor 
Chaplain ; Mr. F. C. J. Read, F.S.I., City Surveyor. 


Mr. F. Adams; Mr. F. J. Alban, C.B.E.; Mr. J. KW 
Alexander, M.A., LL.B. ; Mr. P. F. Allday ; Mr. G. O. Allen 
Mr. James A. Allen; Mr. J. W. Allen, O.B.E.; Mr. John 
Allen: Mr. T. A. W. Allen: Mr. William Allen, K.C.; Mé 
C. F. Ambrosoni; Mr. E. A. Anderson ; Mr. H. T. Appleton 
Mr. G. A. Armson; Mr. F. V. Arnold; Mr. L. E Arnold 
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Mr. W. H. Ashmole, VM.B.E., J].P.; Mr. A. E. Ashwell; Mr. 
G. Frederick Attwood ; Mr. Owen Avison ; Mr. H. G. Ayres ; 
Mr. W. J. Back; Mr. Paul Backhouse; Mr. C. V. Bailey ; 
Mr. James Baird ; Sir Alfred Baker, J.P., L.C.C.; Mr. C. 
Martin Baker; Mr. Robert Baker; Mr. Edward Baldry ; 
Mr. A. W. Baldwin, LL.B.; Mr. P. R. Barnes; Major R. N. 
Barnett, T.D.; Mr. Edward Baron; Mr. C. Percy Barrow- 
diff; Mr. Donald H. Bates, J.P.; Mr. P. L. Bathurst ; 
Mr. A. Bedford; Mr. L. O. Bell; Mr. Robert Bell; Mr. 
Howard Benbow; Mr. Leonard Benbow; Captain H. B. 


an, the 
KK. B.E.. 
London 
institute 


sdal 
‘Adrian Bennett, M.C.; Mr. J. Godfrey Bennett; Mr. C. V. Best ; 
ymaster Mrs. M. M. Best; Mr. H. J. Bicker; Mr. S. Bird; Mr. D. R. 
» Mavor Bishop; Mr. Vernon Blanchard; Mr. Herbert Blicq; Mr. 


John S. Blyth; Mr. P. L. Boalch; Mr. A. J. Bonwick, J.P. ; 
Mr. .W Morris Bower; Mr. T. Bowman; Mr. D. Tilfourd 
Boyd, B.Com.(Sc.); Mr. R. M. Branson; Mr. F. Sewell 
Bray; Mr. T. R. Braybon; Mr. Horace Brightman; Mr. 
J. Surtees Brittain ; Mr. Vincent Brittain ; Mr. J. Paterson 
Brodie ; Mr. T. C. Bromley ; Mr. E. T. Brown; Mr. Harold 
Brown ; Mr. W. Norman Bubb; Mr. H. S. Bull; Mr. Henry 
J. Burgess, C.C.; Mr. J. Burgoine ; Miss Margaret Bushell ; 
Mr. W. A. J. Bussey; Mr. Charles B. Buxton; Mr. C. S. 
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KC Cadel; Mr. David Cameron ; Mr. J. M. Cameron’; Mr. D. F. 
A: Mr Campbell ; Mr. Edford Carmichael; Mr. G. Carr; Mr. J. B. 
soard of Carter; Mr. W. H. Carter; Mr. H. Cashman; Mr. R.N. L. 


Caws; Mr. E. W. E. Chapman, M.A. ; Mr. Hubert Chapman ; 
Mr. W. A. Chapman ; Mr. Ernest Chetter ; Mr. Alan F. Chick ; 
Mr. J. S. Chown; Mr. A. C. Churchill; Mr. G. S. Chuter ; 
Mr. S. C. Clapham; Mr. A. G. Clark; Mr. H. B. Clark; 
Mr. Robert Clark ; Mr. H. G. Clarke ; Mr. B. L. Clarke-Lens ; 
Mr. N. M. Clarke-Lens; Mr. J. K. F. Cleave; Mr. W. 
Clemens; Colonel Clement Cobbold, M.A.; Mr. A. W. 
Cockerill; Mr. Ernest C. Coleman; Mr. F. C. Coleman ; 
Mr. Arthur Collins; Mr. F. L. Cooke; Mr. H. H. Cooke; 
Major Oswald Coope, M.C.; Mr. E. C. Cooper; Mr. John 
A. Corben; Mr. G. G. Corble; Mr. C. E. Corcoran, J.P. ; 
Mr. Roger Cottin ; Mr. G. L. Couch; Mr. W. W. A. Couzens ; 
Mr. J.G Cowen; Mr. H. J. Cox; Mr. J. F. Cox; Mr. Tom 
Cox; Mr. W. J. Crafter; Mr. R. K. Crane; Mr. Stanley 
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Ministry Currington, M.B.E., M.A.; Mr. W. Manning Dacey; Mr. 
or T. H H. Dare; Mr. Trevor Davies ; Mr. W. Allison Davies, C.B.E. ; 
“ritchley, Mr. A. C. Davis; Mr. Arthur D. Dean; Mr. W. P. De la 


Haye; Mr. H. Derwick ; Mr. Charles M. Dolby; Mr. H. C. 
Drayton; Mr. T. W. Dresser; Mr. G. Keith Drew; Mr. 
F. J. Duck ; Mr. Philip G. Dunn ; Mr. Wallace S. Dunsford ; 
Mr. R. B. Dunwoody, C.B.E.; Mr. D. du Pré; Mr. John 
Durham; Mr. F. J. Dyke; Mr. Ernest E. Edwards, M.A., 
LL.B.; Mr. J. Penry Edwards; Mr. W. F. Edwards; Mr. 
Frank Elliott, J.P.; Mr. Norman Elliott; Mr. H. F. 
England; Mr. Harold Evans; Mr. H. R. Evans; Mr. L. W. 
Farish ; Mr. M. J. Faulks, M.A.; Mr. Neville Faulks; Mr. 
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Clearing 
‘ompanies Arnold R. Favell; Mr. J. C. Fay; Mr. A. G. Fettes; Mr. 
admaster C. H. Fisher, M.A.; Mr. H. Fitzgerald ; Mr. H. M. Fleming ; 
Mr. Har- Mr. F. M. Forster ; Mr. Harold Forster ; Mr. G. F. Foulston ; 
ws; Mr Mr. W. H. Fox; Mr. C. M. Foxon; Mr. Hugh Fraser; Mr. 
»f London G. R. Freeman ; Mr. W. J. Freeman; Mr. J. B. Frew; Mr. 
President, Claude A. Fryer; Mr. H. C. Gale; Mr. G. J. L. Gambles ; 
ir. Josiah Mr. J. C. Gambles; Mr. E. J. Gardner; Mr. Patrick J. 
Woolley, Garland ; Mr. E. J. P. Garratt; Mr. A. A. Garrett, M.B.E., 
ute; Mr ecretary of the Society of Incorporated Accountants; Mr. 
Mr. A. E Donald F. Gay; Mr. F. P. Gay; Mr. John H. Gent; Mr. 
or Official D, E. Gibbs; Mr. H. Raymond Gill; Mr. W. P. Gill; Mr. 
Kenneth E.O, Gillmore ; Mr. A. F. J. Girling; Mr. D. V. Glover ; 
f Certified Mr. H. A. Goddard; Mr. J. H. Godfrey; Mr. L. Gordon 
Ar. Danie! ‘odfrey ; Mr. P. H. Goodwin ; Mr. J. A. Gough; Mr. E. M. 


“over, C.C.; Mr. Herbert P. Gowen, J.P.; Mr. J. B. 
‘raham ; Mr. R. S. Graham; Mr. A. W. Green, J.P.; Mr. 
Henry Green ; Mr. Stanley Greenland, C.C. ; Mr. F. Griffith ; 
Major James C. Griffiths, M.C.; Mr. George E. Hall; Mr. H. 
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.., D.Phil Halmshaw; Mr. A. J. S. Hamilton; Mr. C. Hamilton- 
H. Isdell- Williams, L.D.S., R.C:S.; Mr. F. Handel; Mr. Alexander 


Hannah ; Mr. Stanley W. Hanscombe, M.B.E. ; Mr. Theodore 
lansom ; Mr. S. R. Harmer; Mr. Charles E. Harper; Mr. 
David Harper ; Mr. Frank H. Harper ; Mr. Norman Harper ; 
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RW - T. C. Harrington ; Mr. John J. Hawkins; Mr. Thomas 
ra) Allen ~~ tagl Mr. D. V. Hayden; Mr. Percy A. Hayes; Mr. 
Mr. John >. Hayes; Mr. W. Hayhurst; Mr. James S. Heaton ; 
KC; Mi = Walter A.’ Heaton ; Mr. Edward Hedges; Mr. L. B. 
Appleton j gungs ; Mr. F. W. Hewett ;, Mr. C. A. G. Hewson ; Mr. 
TN nold A. Hibbert ;. Mr. Frank Hicks ; Mr. H. L. H. Hill, M.A. ; 


Mr. S. W. Hill; Mr. H. F. Hine, M.B., F.R.C.S.; Mr. A. B. 
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Hodson; Mr. H. Holliday ; Mr. Bruce W. Holman; Mr. 
W. J. Holman; Mr. F.-A. Holmes; Mr. R. A. Horn; Mr. 
A. Houghton; Mr. C. H. Hoyland; Mr. J. G. Huggins ; 
Mr. Arthur H. Hughes; Mr. M. T. Hughes; Mr.. J. F. 
Huntington ; Mr. F. R. Hurlstone-Jones, M.A.; Mr. A. V. 
Huson; Mr. A. V. Hussey; Mr. M. W. Hustwick; Mr. 
Berrel Hyman; Mr. F. W. Isard; Mr. J. A. Jackson; Mr 
W. J. Jackson; Mr. Harold Jaques; Mr. J. G. Jarvis; Mr 
D. H. Jeboult; Mr. W. Harold Jeffery; Mr. F. Martin 
Jenkins ; Mr. T. N. Jennings; Mr. Hugh O. Johnson; Mr 
Ivor Johnson; Mr. Arthur A. Jones; Mr. D. RocynJones, 
C.B.E., J.P.; Mr. Ernest Jones; Mr. E. Furnival Jones ; 
Mr. E. Wickham Jones, M.C.; Mr. O. Furnival Jones, M.A. ; 
Mr. Percy Jones; Mr. Thomas L. Judd, C.B.E., C.C.; Mr. 
Frank Judge; Mr. A. T. Keens; Mr. P. F. Keens; -Mr. 
W. O. Kennington; Mr. B. J. Ketchlee; Mr. W. R. Kew; 
Mr. J. M. Keyworth; Mr. W. T. C. King; Mr. H. Kingston ; 
Mr. Herbert Kirk; Mr. A. B. Kitchen; Mr. R. H. Kneen:; 
Mr. Herbert S. Knowlden; Mr. D. J. Lacey; Mr. H. A. 
Lambert ; Miss Stella G. Lange; Mr. A. W. Latham, J.P. ; 
Mr. J. C. Latham; Mr. G. H. Lawrence; Mr. Vernon 
Lawrence; Mr. R. Leeming; Miss Marjorie M. Legg; Mr. 
A. de V. Leigh, M.B.F., M.A.; Mr. S. E. Leighton; Mr. 
H. R. Leonard; Mr. E. Rudolph Levy; Hon. Thomas 
J. Ley; Mr. J. G. Links; Mr. W. G. Lithgow; Mr. L. T. 
Little, B.Sc., Deputy Secretary of the Society of Incorporated 
Accountants ; Mr. Ernest A. Longhurst, L.R.C.P., L.D.S. ; 
Mr. Frederick Loveridge; Mr. Denys Lowson; Mr. A. J. 
Lyddon; Mr. A. W. C. Lyddon; Mr. R. E. L. Mabey ; 
Mr. A. Macdonald ; Mr. J. H. McDonald ; Mr. A. McFarlane, 
M.A. ; Sir Charles McGrath, LL.D.; Mr. John C. McGrath ; 
Mr. Alan S. MacIver, M.C.; Mr. J. A. MacKerrell; Mr. H. 
McMillan ; Mr. L. O. McMillan; Mr. Daniel Mahony; Mr. 
Brian Manning, ].P.; Mr. W. T. Manning, M.C.; Mr. W. E. 
Mansell; Mr. L. G. Mansfield; Mr. B. G. Marchant; Mr. 
E. H. Marley; Mr. A. E. Marples; Mr. Albert V. Martin ; 
Mr. Percy Martin ; Mr. W. E. Martin ; Mr. David Martineau ; 
Mr. J. R. Maskell; Mr. J. H. Mawson; Mr. Fred May ; 
Mr. T. L. Maycock; Mr. G. D. Mayer; Mr. W. B. Mayles ; 
Mr. J. W. Mee; Mr. W. Douglas Menzies; Miss Constant 
J. L. Mertens ; Mr. D. F. Middlemiss ; Mr. A. E. Middleton ; 
Mr. J. J. Middleton ; Mr. J. R. Mealing Mills ; Mr. A. E. Mil- 
ward; Mr. C. E. Mitchell; Mr. P. C. Molineaux; Mr. H. 
Stephen Monson; Mr. M. H. Moody; Mr. A. N. Moore ; 
Mr. C. Herbert Moore ; Mr. George Moore ; Mr. C. S. Moores ; 
Mr. Rufus Moorhouse ; Mr. F. W. Ewart Morgan; Mr. G. 
Morgan ; Mr. J. Islwyn Morgan; Mr. T. O. Morgan; Mr. 
W. H. Morgan; Mr. J. Morrin; Mr. S. Grave Morris, C.C. ; 
Mr. A. T. Morrison; Mr. John W. Morton; Mr. W. A 
Mumford ; Rev. W. R. Musselwhite ; Mr. F. J. Nash; Mr. 
E. T. Neathercoat, C.B.E., J.P.; Mr. H. Needham; Mr. 
Bertram Nelson ; Mr. W. H. Nichols; Mr. T. H. Nicholson ; 
Mr. William Nicholson, C.C.; Mr. William Noble; Mr. 
John Noonan ; Miss Margaret U. Norfolk; Mr. W. J. Nor- 
folk; Mr. W. E. A. Norman; Mr. James J. Notley; Mr. 
Charles Oliver; Mr. E. E. Osmond; Mr. Harold R. Ox- 
borrow ; Mr. W. J. Pallot; Mr. A. J. Palmer; Paymaster 
Commander Bennet Palmer, O.B.E., R.N.R.; Hon. Cecil 
Palmer; Mr. E. Harry Palmer; Mr. S. E. Parish; Mr. 
F. N. Parker; Mr. William Parker; Mr. E. G. Partridge‘ 
Mr. F. Partridge ; Mr. P. D. Pascho; Mr. James Paterson ; 
Mr. J. H. Paterson; Mr. N. E. Pawsey; Mr. E. W. Payne ; 
Mr. H. W. Payne; Mr. Stuart D. Payne; Mr. E. E. Pearce ; 
Mr. C. H. Pearman; Mr. W. A. Pearman; Mr. G. W. Pears ; 
Mr. L. R. Pears, Ph.D., M.A.; Mr. G. B. Pearson; Mr. J 

Pearson-Griffiths ; Mr. W. Harold Perry; Mr. L. Anthony 
Peyman ; Mr. W. F. Phillips; Mr. G. O. W. Pickard ; Mr 
Ernest Pidduck; Mr. E. V. Pidduck; Mr. F. W. Piggins ; 
Mr. Halvor Piggott; Mr. R. J. Pitcher; Mr. W. Platt. 
Mr. T. Harold Platts; Mr. Harold D. Podmore; Mr. C. H 

Pollard ; Mr. Eric Portlock; Mr. J. J. Potter; Mr. John 
Potts; Mr. A. J. Powdrill; Mr, Alan Preston; Mr. J. © 

Rea Price; Mr. G. Roby Pridie; Mr. Frederick A. Prior ; 
Mr. R. F. Prior; Mr. T. D. Pritchard ; Mr. Charles Pugh 

Mr. S. J. Pybus; Mr. Kenneth C. Raikes, O.B.E.; Mr 

W. A. Rainbird; Mr. Ivor P. Ray; Mr. J. R. Rayment , 
Mr. V. G. Record; Mr. J. Reddaway ; Mr. Gordon Reid ; 
Mr. R. L. Reid ; Mr. Henry Reside; Mr. E. C. C. Rhodes 

Mr. G. F. D. Rice ; Mr. Leslie Richards ; Mr. J. W. Richard 

son; Miss Phyllis E. M. Ridgway, B.A.; Mr. R. E. 1 

Ridout ; Mr. K. J. Riley; Mr. T. Rimington ; Mr. Norman 
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P. Risdon; Mr. P. G. Ritchie ; Mr. G. Watkinson Roberts ; 
Mr. S. H. Roberts; Mr. R. W. V. Robins; Mr. F. A. Robin- 
son; Mr. H. W. Rocke; Mr. R. V. Rodwell; Mr. Harry 
Rose ; Mr. H. C. Rose; Mr. F. L. Rouse; Mr. T. A. Ryder, 
M.C., B.A., LL.B.; Mr. H. C. Samuel; Mr. E. P. Saunders ; 
Mr. Arthur G. Scott; Mr. A. M. Scott, M.C.; Mr. J. Scott- 
Moore; Mr. H. E. Seed; Mr. M. E. Seymour; Mr. Harry 
Sharp; Mr. A. H. R. Shaw; Mr. A.C. Shay; Mr. A. J. H. 
Shay; Mr. H. Basil Sheasby; Mr. H. Sheppard; Major 
H. Shiner, D.S.O., M.C.; Mr. H. J. Sier; Mr. Joseph Sigley ; 
Mr. N. Keith Silver; Mr. Ronald E. Simons; Mr. George 
E. Simpson; Mr. J. T. Singleton; Mr. R. W. Skinner ; 
Mr. J. W. Slater; Mr. Leonard H. Slater; Mr. A. W. L. 
Sleeman; Mr. O. H. S. Sleightholme; Mr. D. A. Smith ; 
Mr. G. Alan Smith; Mr. Henry Smith; Mr. J. Kollings 
Smith ; Mr. S. Bayliss Smith ; Mr. Sydney E. Smith, O.B-©. ; 
Mr. W. H. Smith; Mr. V. A. Smyter; Miss Vera Snelling ; 
Mr. J. E. Snow; Mr. S.G. Solman; Mr. C. A. Soutar; Mr. 
Alfred Southern ; Mr. R. P. Spanton ; Mr. Thomas Spencer ; 
Mr. W. R. Spencer; Mr. J. E. Spoors; Mr. W. H. Stables ; 
Mr. A. Stacey; Mr. P. H. Stafford ; Mr. Laurens H. Staite ; 
Mr. A. F. Stallwood; Mr. Owen Stallwood; Mr. Robert 
E. Starkie; Mr. P. G. Stembridge; Mr. A. H. Stevens ; 
Mr. H. G. Stevens; Mr. W. E. Stewart; Mr. William 
Strachan; Mr. W. G. Stachan; Mr. D. W. Stuart; Mr. 
O. G. Sunderland ; Mr. R. G. Sutherland ; Mr. J. E. Swindle- 
hurst, M.A.; Colonel John Symons, O.B.E.; Mr. C. G 
Syrett; Mr. F. Heyworth Talbot; Mr. George Taylor ; 
Mr. Kenneth G. Taylor; Mr. T. Taylor; Mr. Tom Taylor ; 
Mr. W. D. Taylor; Mr. K. P. K. Thom, B.C.L.; Colonel 
R. C. L. Thomas, M.C., T.D., D.L.; Mr. Gerald A. Thomp- 
son; Mr. Maurice Thompson; Mr. F. W. Tipton; Mr. 
Ernest Tompkins; Mr. Hugh S. Tovey; Mr. Charles L. 
Townend ; Mr. W. E. Trigg; Mr. C. L. Tucker; Mr. Francis 
Tucker; Mr. H. C. Grierson Tuckey; Major S. T. Tun- 
bridge, T.D.; Mr. Ernest Turner; Mr. Joseph Turner; Mr. 
R. O. Sydney Turner, O.B.E.; Mr. Leonard. Van Dam ; 
Mr. J. G. Van Waveren; Mr. Julian L. Vann; Miss Freda 
Wakeford ; Mr. Percy H. Walker; Mr. A. H. Walkey ; 
Mr. N. B. Wallis; Mr. Stanley I. Wallis; Mr. Cedric N. 
Walters; Mr. C. G. Walton; Mr. A. D. Ward; Mr. John 
Wareing; Mr. W. E. Warrington; Mr. R. T. Warwick ; 
Mr. A. H. Watkins; Mr. J. S. Watkins; Mr. N. R. Watnev ; 
Mr. A. Aiken Watson; Mr. A. H. Watson; Mr. Arthur W. 
Watson ; Miss Eleanor M. Watson; Mr. Arthur B. Watts ; 
Mr. F. K. Webb; Mr. F. A. Webber, O.B.E., J.P.; Mr. 
Arthur H. Weight; Mr. G. J. Cullum Welch, M.C.; Mr. 
J. H. B. Wellacott ; Mr. W. T. Wells; Mr. H. W. West ; 
Mr. Norman L. West; Mr. G. N. Weston; Mr. Stanley D. 
Whiddington ; Mr. G. V. White; Mr. H. E. White; Mr. W. 
L. White ; Mr. Leonard Wilde ; Mr. C. W. Wildy ; Mr. A. L. 
Williams ; Mr. T. E. Williams; Mr. T. H. Williams; Mr. C. 
Purves Wilson; Mr. F. O. Wilson; Mr. H. E. Wincott; 
Mr. G. A. Windsor ; Mr. Frederick R. Witty ; Mr. Richard A. 
Witty ; Mr. James Wood; Mr. Fred Woolley, J.P.; Mr. 
W. H. Worrall; Mr. G. E. Wright; Mr. W. T. Wright ; 
Mr. R. E. Yeabsley ; Mr. T. E. Yendall ; Mr. Sidney Young ; 
Mr. J. Zecchini. 


DINNER AT 
NEWCASTLE-UPON-TYNE 


The annual dinner of the Incorporated Accountants’ 
Newcastle-upon-Tyne and District Society was held on 
March 10. 

Mr. C. B. Fenwick, Recorder of Doncaster, proposing 
“The Society of Incorporated Accountants and Audi- 
tors,”’ in the absence of Viscount Ridley, who unfortun- 
ately was ill, said that, as a member of a humble, and 
what was rapidly becoming a subordinate, profession, he 
realised that the profession of accountancy was rapidly 
assuming a position of the foremost importance in this 
country. He noted with gratification the attention the 
Society of Incorporated Accountants paid to setting up 
professional standards with which members had to 
comply. He drew an important distinction between a 


Society like theirs and a trade union. The profession of 
accountancy, law and medicine, not only demanded 
from the public a monopoly ; they not only demanded 
from the public the exclusive privilege of practising their 
own particular mystery; but they guaranteed to the 
public a stated and a high standard of professional! 
competence. 

Mr. Walter Holman, President of the Society of 
Incorporated Accountants, having thanked Mr. Fenwick 
for the generous terms he had used in submitting the 
toast of the Society, said he was very glad to have the 
opportuniy of revisiting Newcastle after ten years. He 
congratulated Mr. C. Percy Barrowcliff on his occupancy 
of the Presidential chair. Mr. Barrowcliff’s work for the 
Society had been recognised by his election as a member 
of the Council in London. 

He had had occasion during the last few weeks ty 
examine the accounts of an American company, which 
had been audited by American accountants in accordance 
with American law, and he wanted to draw attention to 
the standard form of report which was used in the same 
way as the report laid down here in the Companies Act. 
The report stated : ‘‘ In our opinion the accounts fairly 
present the position in accordance with the accepted 
principles of accounting consistently maintained through- 
out the period.’”’ The unfamiliar and significant words 
from an English point of view were ‘‘ accepted principles 
of accounting consistently maintained,”’ and they had 
raised in his mind the question whether there were any 
accepted principles of accounting. Principles were funda- 
mental truths or laws which applied universally, and 
they must, therefore, apply to commerce and business 
as well as to accounting. It was difficult in these days 
to believe that there were any fundamental truths or 
principles anywhere. The principles which the Victorian 
era thought to be immutable seemed to have gone by the 
board. Planned economy, currency restrictions, mone- 
tary reform, social credit, community trading, all these 
developments of recent years seemed to be based on 
different and conflicting principles and sometimes on no 
principles at all. And, nearer home, there was such 
diversity in the conduct of business, in the keeping of its 
records and in the drafting of its accounts that there 
seemed to be no factor common to all worthy to be called 
a principle. 

He thought this was a superficial view, and if the 
times appeared to be out of joint that was an additional 
reason for trying to get down to fundamentals. Hi 
would, therefore, suggest two or three principles whic! 
seemed to be fundamental, and which the business mai 
and the accountant would ignore at their peril. But he 
must make it clear that his suggestions did not preten’ 
to cover all the ground, and distinction must be draw" 
between principles and the rules and conventions bs 
which they could be applied. 

The first principle was that prices charged for goods 
must be sufficient to cover all the costs and expenses 
production, together with provision for the service 4! 
replacement of the capital involved. He hoped the) 
would not think him cynical in saying this. He kne" 
that prices were often determined by competitive cond 
tions, and particularly in that part of the country 4" 
under prevailing conditions they frequently bore |” 
relation t@ costs for many reasons. Yet production could 
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not continue indefinitely unless the proceeds of sales 
covered the cost. Philanthropy might help to tide over 
exceptional times, and subsidies might enable production 
to be continued for a time, but these were essentially 
abnormal conditions, and outside the range of business 
principles. 

The second principle he wanted to suggest was that 
business revenues and costs must be allocated to the 
actual periods to which they belonged. Under the 
application of this principle accounts prepared on a cash 
basis were wrong and fraught with danger, and the 
creation of secret reserves was not admissible. Account- 
ants knew the work and responsibility involved in seeing 
that purchases and materials charged were reflected in 
production, in work on hand or in stock at a balancing 
date; in seeing that credit was not taken for sales until 
responsibility for the goods had been passed on; in 
seeing that labour and production charges were fully 
provided in the period in which they were incurred, and 
that expenses were properly and accurately propor- 
tioned. He had only hinted at the problems involved, 
but he thought he had shown the fundamental nature 
of the principle. 

The last principle was that assets used in production 
should be charged against production over the period of 
their useful life. This involved questions of wear and 
tear and of obsolescence, of provision for delapidations 
and amortisation of wasting assets—all those considera- 
tions, in fact, which it was so tempting to ignore when 
profits were non-existent or when a large distribution of 
profits was desired. No business man would need to be 
reminded that failure to make proper provision for such 
charges was the most prevalent cause of business 
disasters. 

Sir George Gillett, proposing ‘‘ The City of Newcastle,” 
spoke of his work as Commissioner for the Special Areas 
of England and Wales, remarking that he did not know 
who would have stepped in and cleared up the mess in 
places like Gateshead, Merthyr and South-West Durham 
if the Government had not introduced this scheme of 
financial assistance. As to the trade outlook, he was 
more hopeful, and was glad the Government had decided 
to pay for rearmament by loan instead of by taxation. 

The Lord Mayor of Newcastle (Alderman W. R. 
Wallace, J.P.), in his response, called attention to the 
difficulties of the small traders. He wished the District 
Society further success. 

Mr. C. Percy Barrowcliff (President of the District 
Society) submitted the toast of ‘‘ The Guests,”’ and Sir 
Edward George responded. 

Mr. C. Percy Barrowcliff presided, and among those 
present were the Lord Mayor of Newcastle (Alderman 
W.R. Wallace, J.P.) ; the Sheriff of Newcastle (Alder- 
man G. Dixon) ; the Town Clerk (Mr. John Atkinson) ; 
or George Gillett (Commissioner for the Special Areas of 
England and Wales); Mr. Walter Holman (President, 
The Society of Incorporated Accountants); Mr. C. B. 
Fenwick (Recorder of Doncaster) ; Sir Edward George 
(Master of Council, Federation of British Industries) ; 
Mr. T. Magnay, M.P.; Mr. A. S. Witherington (Chairman 
of the North of England Shipowners’ Association) ; 
Colonel G. E. Wilkinson (President of the Newcastle 
Incorporated Law Society) ; Professor D. J. Jack (King’s 
College, Newcastle) ; Mr. C. Harold Carter (Clerk to 
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Northumberland County Council); Colonel K. C. 
Appleyard, O.B.E. (Chairman of North-Eastern Trading 
Estates, Ltd.) ; Mr. G. H. Cross (H.M. Principal Inspec- 
tor of Taxes, Leeds) ; Mr. L. T. Little (Deputy Secretary, 
Society of Incorporated Accountants and Auditors) ; 
Mr. A. D. Minton-Senhouse (Registrar, Newcastle County 
Court); Colonel B. Peatfield (Clerk to Income Tax 
Commissioners) ; Mr. P. J. McLellan (Official Receiver, 
Newcastle) ; Mr. Alan Wilson (District Auditor, Ministry 
of Health); Mr. R. O. Gardner (President, Insurance 
Institute of Newcastle); Mr. E. Jackson (Chairman, 
Newcastle Centre, Institute of Bankers) ; and Mr. J. E. 
Spoors (Hon. Secretary of the District Society). 


DISTRICT SOCIETIES AND 
BRANCHES 


SCOTTISH BRANCH ANNUAL MEETING 

The annual meeting of the Scottish Institute of 
Accountants (the Scottish Branch of the Society of 
Incorporated Accountants) was held in Glasgow on 
March 10. There was a large attendance of members. 
The notice calling the meeting having been read, and 
the minutes of last annual meeting confirmed, Mr. 
Robert T. Dunlop, President of the Branch, in moving 
the adoption of the report and accounts, said he was 
very pleased to see so many of the younger members 
present, which was a healthy sign. He referred in 
sympathetic terms to the loss sustained by the Branch 
by the deaths of Mr. R. W. McKirdy and Mr. J. Cradock 
Walker. The Branch, Mr. Dunlop continued, was 
specially favoured last year by having visits from the 
President, Mr. Walter Holman, and Mr. Richard A. 
Witty, Vice-Chairman of the Examination and Mem- 
bership Committee. The Scottish Council and a 
large number of the Scottish members of the Society 
met Mr. Holman and Mr. Witty, and were able to 
discuss a number of matters peculiar to Scottish practice. 
The Glasgow Students’ Society had an active session. 
In this connection he was sure they were all extremely 
sorry that Mr. Davidson Hall found himself unable 
to continue as President of the Glasgow Students’ 
Society. He was glad that they had found a worthy 
successor in Mr. John A. Gough, a member of the Scottish 
Council. After dealing with other matters referred to in 
the report, Mr. Dunlop referred to various items in the 
accounts, particularly to the large increase in examina- 
tion, entrance and other fees paid through the Branch. 
The adoption of the 1zeport and accounts was seconded 
by Mr. J. Stewart Seggie and agreed unanimously. 
The retiring members of Council—Mr. William Houston, 
Mr. P.G.S. Ritchie, Mr. E. Hall Wight and Mr. Robert 
Milne—all of Glasgow, were re-elected. The retiring 
auditors, Mr. J. C. McMurray, Kilmarnock, and Mr. 
W. D. Fisher, Glasgow, were re-elected. Mr. J. Stewart 
Seggie moved the reappointment of the President, Mr. 
Robert T. Dunlop, and the Secretary, Mr. James Paterson, 
as representatives of the Scottish Branch on the London 
Council. This motion was seconded by Mr. P. G. 5. 
Ritchie and passed unanimously. 

SCOTTISH COUNCIL 

The Scottish Council met on March 10. There were 

present: Messrs. Robert T. Dunlop (President), J. 


Stewart Seggie (Past President), E. Mortimer Brodie, 
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William Houston, P. G. S. Ritchie, John A. Gough, 
Robert Fraser, Robert Milne, W. J. Wood, and James 
Paterson, (Secretary of the Branch). 

Apologies for absence were intimated from Mr. Alex. 
Davidson, Mr. J. T. Morrison, J.P., Mr. Festus Moffat, 
J.P., Mr. W. Hill Jack, and Mr. W. L. Pattullo. 

The Chairman referred to a number of matters which 
had been dealt with of interest to the profession and to 
the Scottish members, and the Secretary reported con- 
ferences which had taken place with regard to the new 
examination syllabus on matters affecting Scots law 
and Scottish practice. The Secretary also reported on 
other membership: matters which had been passed .on 
to the London office for disposal there by the appropriate 
Committees. 

The Council met after the annual meeting and 
re-elected Mr. Robert T. Dunlop as President and Mr. 
W. Davidson Hall, Mr. D. R. Matheson, M.A., LL.B., 
and Mr. Walter MacGregor, J.P., as Vice-Presidents 
for the ensuing year. 

Guildhall Dinner 

The Scottish Branch was represented at the dinner 
of the Society held at Guildhall, London, on March 16, 
by Mr. P.G.S. Ritchie and Mr. John A. Gough (members 
of the Scottish Council), Mr. James Paterson (Secretary 
of the Scottish Branch), Mr. David R. Bishop (City 
Chamberlain, Aberdeen), and Mr. J. Hawthorne 
Paterson (Hon. Secretary of the Glasgow Students’ 
Society). 

SOUTH AFRICA (NORTHERN) BRANCH 

The thirty-seventh annual meeting of the South 
Africa (Northern) Branch of the Society was held at 
Johannesburg on February 23. 

Mr. V. L. Andersson (Chairman of the Branch) stated 
that there were 238 members, which compared very 
favourably with Branches and District Societies in other 
parts of the world. He expressed concern at the large 
percentage of failures in recent examinations. Candi- 
dates must take their studies seriously and he urged 
principals to give their clerks opportunities to discuss 
any points of difficulty. He welcomed the members 
and articled clerks in the Orange Iree State, who had 
been transferred to the Northern Branch. Mr. Ander- 
sson added that application had been made to reintroduce 
the Accountancy Bill during the present session of 
Parliament. 

He appreciated the way in which Mr. James Stewart 
and Mr. E. C. Lowe had been welcomed on their visit to 
London last year. He hoped that any members of the 
Branch visiting London would call at Incorporated 
Accountants’ Hall. They on their side were always glad 
to welcome members from the United Kingdom. 

Mr. S. R. Barnes seconded the adoption of the annual 
report and accounts. He said that many examination 
candidates showed weakness in writing and in English 
composition. Mr. E. D. Wackrill also referred to the 
lack of knowledge of correct English. 

The report and accounts were adopted unanimously. 

The Chairman introduced Mr. A. Stuart Allen, a 
member of the Council of the Society in London. Mr. 
Allen said that in a large measure he attributed the low 
‘ standard of some examination candidates in the United 
Kingdom to the distracting and discouraging effects of 
the unsettled times. He emphasised the value of the 
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Courses which the Society arranged biennially at Oxford 
or Cambridge. 

The retiring members of the Committee were declared 
re-elected, as no other nominations had been received 
Mr. A. B. Ryan was re-elected auditor of the Branch 
A vote of thanks was accorded to the Chairman for his 
able conduct of the business of the meeting and of th. 
affairs of the Branch. 


MEMBERSHIP 


The following additions to and promotions in the 
membership of the Society have been completed since 
our last issue :— 

ASSOCIATES 

Abbott, Thomas Pringle, with George Cobley & Co., 
London, W.C.; Beardsell, Kenneth, with Armitage & 
Norton, Bradford; Burnham, Geoffrey Cowlishaw 
Deputy Borough Treasurer, Swindon; Chadder, 
Harold Henry Rabbich, with W. J. Ching & Co., Ply- 
mouth ; Cooke, Stephen, with Edward Bicker & Son, 
Bournemouth; Currie, Charles Robinson, with 
McEwan, Wallace, Howell & Co., Birkenhead; Dey, 
James Scott Davidson, with Dreyer & Dreyer, Johan- 
nesburg; Drake, Ronald William Frederick, with 
Barton, Mayhew & Co., London; Farquharson, 
Donald Clinton, with Warren & Hofmeyr, Pretoria: 
Fowler, Herbert Owen, with McAuliffe, Turquand, 
Youngs & Kemps, Paris; Fowler, Maurice Lewis, 
with Knox, Cropper & Co., London; Freeborn, 
Leonard Joseph, with Charles S. Freake & Co., East 
London; Garnett, Charles, with Harold F. Joy, 
Weymouth ; Hartley, Basil Robert, with Prior & Palmer, 
Nottingham ; Jordan, Arthur Dennis George, formerly 
with Arthur Gait, Newport, Mon.; Kent, Arthur 
William, City Treasurer’s Office, Manchester ; Lockhart, 
Thomas, formerly with Pettitt & Son, Bournemouth ; 
McKowen, Francis Neville, with Charles Hewitt & Co., 
Johannesburg; Mitra, Sachi Kumar, B.A., with 
Moustardiers, London ; Nash, William Mathew Howard, 
with J. & A. W. Sully & Co., Weston-super-Mare ; Niall, 
Thomas Flannan, with Purtill & Co., Dublin; North, 
Herbert Gordon, with F. W. Clarke & Co., Leicester; 
Oliver, William George Charles, with C. E. Riding. 
Torquay ; Parratt, Henry John, with Milne, Gregg & 
Turnbull, London; Radford, Roy, with Clare Catley, 
Scarborough ; Reeves, Harold Vincent, with Craig, 
Son & Lermit, London; Reggler, George James, with 
Kemp, Chatteris, Nichols, Sendell & Co., London ; 
Robinson, Arthur George, with H. G. Large, Libson « 
Co., London; Roy, Satyabrata, with A. C. Roy & Co 
Wari, Dacca; Smith, Gerhard Rothman, with Lamb. 
Laurie & Sinclair, Johannesburg ; Stephenson, William 
Alan, with Forster, Scollick & Co., Newcastle-upon 
Tyne; Sturgess, Wilfred Arthur, with W. Oldfield & 
Co., Leicester; Taylor, Wallace James, with Tubbs, 
Son & Co., London; Wadley, Leslie Dolphin, Con 
troller’s Department, Metropolitan Water Board, Lo 
don ; Walden, Donovan Alfred, with Bradley, Slater & 
Ratcliffe, Bournemouth; Wolstenholme, Koy, witli 
Curry, Carruthers & Thompson, Johannesburg. 


ASSOCIATES TO FELLOWS 
Pattison, James Ernest, Gateshead-on-T yne, Prac- 
tising Accountant ; Tarley, Harry Aar« »nowitch, B.Com 
(Alex. Thal & Co.), Cape Town, Practising Accountant 
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PERSONAL NOTES 


Mr. Walter Holman, the President of the Society of 
Incorporated Accountants, was a guest at the luncheon 
given on March 22 by the Corporation of London at 
Guildhall in honour of the French President. 

The King’s Fund has for many years published an 
annual analysis of hospital income and expenditure 
which provides the hospitals with much valuable 
information. But the developments of recent years, 
both as regards the increased scale of hospital services 
and the new and expensive forms of treatment combined 
with the effects of recent legislation, have involved the 
hospitals in a number of new problems, the solution of 
which could be materially assisted by the provision of 
an advisory service available to the hospitals generally. 
fhe King’s Fund has decided to place such a service at 
the disposal of the London voluntary hospitals, and has 
appointed Captain J. E. Stone, M.C., Incorporated 
{ccountant, at present Secretary of the Birmingham 
Hospitals Centre, to its staff as from June next. 

Mr. James Sloan, Incorporated Accountant, has 
commenced public practice at 30, Lord Street, Liverpool. 

Mr. F. R. Woodward, Incorporated Accountant, has 
heen appointed County Treasurer of Cornwall. 

Mr. Winston Curtis, Incorporated Accountant, has 
commenced public practice at 20, Queen Street, Neath. 

Mr. Norman J. L. Brown, Incorporated Accountant, 
las commenced to practise at Royal London House, 
Queen Charlotte Street, Bristol. 

Mr. J. Bobrov and Mr. J. H. Levien have entered into 
partnership under the name of Jack Bobrov, Levien 
and Co., Incorporated Accountants, at Balfour House, 
13, St. George’s Street, Cape Town. 


OBITUARY 
David R. Mack 

We regret to report the death of Mr. David Redmond 
Mack, A.S.A.A. Mr. Mack died in a Dublin nursing home 
following an operation. He was elected to membership 
of the Society in 1918, when he was a member of the 
staff of Messrs. Craig, Gardner & Co., Chartered Accoun- 
tants; in 1920 he entered the Royal Bank of Ireland, 
Ltd., as Chief Accountant ; in 1929 he was appointed 
Joint General Manager and Secretary, and in 1931 
Director and General Manager. 

David Redmond Mack possessed outstanding ability 
and personality, and his early death at the age of 50 
‘ame as a great shock to his many friends in business 
and social circles. Several years ago he became President 
of the Castle Golf Club, Dublin, and he retained this 
vfice up to the time of his death. 

The Society was represented at the funer%l by Mr. 
\. H. Walkey, Member of the Council, and Mr. A. ¥, 
Walkey, Hon. Secretary of the Irish Branch. 


W. Davidson Hall 

We record with great regret that Mr. W. Davidson Hall, 
VS.AA., of Glasgow, died on March 20. Mr. Hall was 
ne of the oldest members of the Scottish Branch of 
the Society, and had been in practice for over 50 years. 
He was Senior Vice-President of the Scottish Branch, 
member of the Scottish Council for many years, 
and for twelve vears President of the Glasgow Incor- 
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porated Accountants Students’ Society, retiring in 
January last. He took a keen interest in all the work 
of the Society, and for the past seven or eight years 
gave a sum of money each year to establish a prize 
fund for the encouragement of the Scottish students. 
Mr. Davidson Hall, in his younger years, was a keen 
volunteer and attained the rank of major. He was an 
active churchman, and assisted in many philanthropic 
agencies in Glasgow, while he was also well known in 
Masonic circles. 

Mr. Hall, who was 75 years of age, was the sole 
surviving partner of the firm of John and W. D. Hall, 
Incorporated Accountants, and it is interesting to note 
that both brothers were trained in the office of the late 
Mr. D. G. Hoey, A.C.A., one of the Chartered Accoun 
tants who founded the Scottish Institute of Accountants. 


Robert Percy Simon 

We learn with regret that Mr. R. P. Simon, A.5S.A.A., 
died on March 19 at the age of 47. Mr. Simon became 
a member of the Society of Incorporated Accountants 
in 1919, and in the following year accepted a commercial 
appointment as Secretary of George Butler & Co., Ltd.., 
Sheffield. In 1924 he became Director and Secretary ot 
another Sheffield company, George Wolstenholme «& 
Son, Ltd., cutlery manufacturers, and he retained this 
appointment until the date of his death. 


Harold Frederick Seer Corker 

We regret to record the death on February 23 ot 
Mr. H. F. S. Corker, I'.S.A.A., Sheffield. Mr. Corker was 
47 years of age. After serving during the Great War in 
the Royal Field Artillery, he became a member of the 
Society of Incorporated Accountants in 1920, and was 
admitted to Fellowship in 1926. He was articled to 
his father, the late Mr. W. F. Corker, an original member 
of the Society, and afterwards became a partner in the 
firm of W. F. Corker & Son. After his father’s death in 
1931, Mr. H. F. S. Corker continued the practice alone. 
He was actively interested in the Sheffield Property 
Owners’ Association. 


CHANGES 


Messrs. Keens, Shay, Keens & Co., of London, Luton, 
Bedford, Aylesbury, Harrow, Stony Stratford, Leighton 
Buzzard, Hitchin, Buckingham, Bletchley, and Newport 
Pagnell, announce that, as and from March 1, 1939. 
they have admitted into partnership Messrs. G. F 
Foulston and H. C. Gale, Incorporated Accountants, 
who have for a number of years been associated with the 
firm. The firm name will remain unchanged. 

Messrs. Styler, Fray & Whittington, Incorporated 
Accountants, I, Dickinson Street West, Manchester, 
announce that as a result of the death of their partner, 
Mr. Ernest S. Whittington, the firm name has been 
altered to Styler, Fray & Whittingham. 

Messrs. Salmon, Barnaschoné & Co., 133, Aldersgate 
Street, London, E.C., announce that the partnership 
has been dissolved. Mr. H. T. Salmon, Mr. G. F. Salmon 
and Mr. W. A. Chapman are continuing in practice 
under the style of H. T. Salmon & Co. 

Mr. Sydney E. Smith announces that the partnership 
of Messrs. Hoale, Smith & Field has been dissolved 
and that he has taken into partnership Mr. J. 5S. Blyth 
They will practise at 4, Broad Street Place, London 
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E.C., under the style of Sydney E. Smith, Blyth & Co., 
Incorporated Accountants. 

Mr. Edward S. Goulding informs us that he has taken 
into partnership Mr. Henry Francis Smith, who has been 
associated with him as a member of his staff for the past 
twenty-four years. The practice will continue to be 
carried on at 19, Sweeting Street, Liverpool, under the 
style of Edward S$. Goulding & Co., Incorporated 
Accountants. 

Messrs. Price, Waterhouse, Peat & Co., Johannesburg, 
have pleasure in announcing that Mr. Cedric Palmer 
Bolus, A.S.A.A., and Mr. William Henry Gould, A.C.A., 
who have been associated with the firm for many years, 
have been admitted into partnership. Mr. Bolus will be 
the resident partner at the firm’s Cape Town office. 


REMOVALS 


The South African Eastern Branch of the Society 
have moved their offices from 376, Smith Street, to 
Stuttafords Chambers, Field Street, Durban. The 
telegraphic address, telephone number and Post Office 
box number will be unchanged. The present offices at 
Stuttafords Chambers are temporary and on July 1 
permanent offices are being taken in the same building. 

Messrs. William Towers, Naismith & Towers, have 
removed their offices to Temple Chambers, 33, Brazen- 
nose Street, Manchester. 

Mr. R. A. Richards, Incorporated Accountant, 
announces a change of address to 52, Mount Stuart 
Square, Cardiff. 

Mr. A. Miskin, Incorporated Accountant, has removed 
from Portland Terrace to 6, East Park Terrace, 
Southampton. 

Messrs. Jennings & Watkins, Incorporated Account- 
ants, announce that their address is now Borough 
Chambers, The Parade, Neath. 

Messrs. T. C. Collier & Co., Incorporated Accountants, 
have removed to Sicilian House, Sicilian Avenue, 
Southampton Row, London, W.C.1. 


EVENTS OF THE MONTH 


Date Place Event 
Apr. | Cardiff Students’ Meeting. 
Leeds ... Revision Class at I1 a.m., 
“Company Law,” by Mr. 
R. E. Chadwick, LL.B., Solicitor. 
4 London ..- Lecture: ‘‘ Remedies of De- 
benture Holders,’”’ by Mr. D. 
Tolstoy, Barrister-at-Law, at 
6.15 p.m. 
5 Dublin ... Students’ Questions and 
Answers, at 5.45 p.m. 
Lecture : “ Difficulties of Inter- 
national Trade as Created by 
Currency’ Kestrictions,’’ by 
Mr. H. W. Phillips, at 6.15 p.m. 
14 Birmingham Golf Match between Members 
of the District Society : Birm- 
ingham v. Rest of the Midlands. 
15 Leeds ... Revision Class at 11 a.m., 
““ Accounts—Limited Compan- 
ies,”’ by Mr. A. Wilson, A.S.A.A. 


12 London 


April, 1939 


Apr. 19 Dublin ... Annual General Meeting at 
5.45 p.m. 
20, “Belfast Students’ Annual Meeting, at 
7 p.m. 
22 Leeds ... Revision Class, at I] am, 


“Insolvency,” by R. Moor- 
house, Solicitor. 
24 ~=—- Belfast ... Annual Meeting, at 7 p.m. 
Leicester ..._ Luncheon, at 1 p.m., at Grand 
Hotel. 


AN AMERICAN TOUR FOR 
ACCOUNTANTS 

A tour of America has been arranged by The Accountant 
to enable members of the profession and their friends to 
visit the World Fair in New York, and to see something 
of the most interesting cities of the United States. They 
will be able to combine an extremely enjoyable holiday with 
first-hand knowledge of the situation in America and of 
‘“how America lives.” 

The American Institute of Accountants has_ kindly 
reserved a day in which to welcome their colleagues from the 
United Kingdom. 

In addition to New York, the party will visit Philadelphia, 
Washington, Chicago, Niagara Falls and Albany. Com- 
prehensive sightseeing tours have been arranged for those 
who will want to see all they can, while plenty of free time is 
assured for others who may wish to spend more time in 
resting or ‘‘ poking about.’ A conductor will travel with 
the party, thus saving all worry about luggage and ensuring 
that members “ get on the right trains.’ 

The party will leave Southampton on August 19, travelling 
on M.V. Georgic, and will travel back on R.M.S. Samaria, 
arriving at Liverpool on September 16-17. The rates are: 
cabin class on the boat, £115 10s.; tourist class, £93 10s. 
They include the full itinerary, first-class American rail, 
sleeper for night journeys, parlour car seats for day journeys, 
hotel accommodation, consisting of room and bath, meals, 
sightseeing and gratuities on the inland tour. 

Application to join the tour should be made to The Editor, 
The Accountant, 27-28, Basinghall Street, London, E.C.2. 


INSTITUTE OF MUNICIPAL TREASURERS 
AND ACCOUNTANTS 
In the examinations of the Institute of Municipal 
Treasurers and Accountants, held in January, 19939, 
there were 1,070 candidates. Seventy-eight were success- 
ful in Part I of the Final Examination, being 21 per 
cent. of the 363 entrants, and 92 passed Part II of the 
Final, being 41 per cent. of the 226 candidates. The 
Intermediate Examination was attempted by 481 candi- 
dates, of whom 99, or 20 per cent., passed. 


INTERNATIONAL CHAMBER OF 
COMMERCE 

The tenth Congress of the International Chamber of 
Commerce will be held at Copenhagen from June 26 to 
July 1, 1939. The provisional programme shows that 
the discussions will cover a wide range of subjects. The 
mornings will be occupied by sectional meetings and in 
the afternoons plenary sessions will be held, the general 
theme for these sessions being ‘‘ The Need for Economie 
Order.” A full programme of social functions has beet 
arranged. 

The Danish National Committee extends a hearty 
welcome to all delegates. 
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